1 The structure of freight forwarding 



What and who is a freight forwarder? 

1 . 1 The term freight forwarder’, or ‘forwarder’ used in this report, is coming to 
supersede a number of terms used to describe firms who are more usually known 
as forwarding agents, shipping and forwarding agents, shipping agents and air 
freight agents etc. These latter terms have gained currency over the years and each 
has its own history. For example, shipping lines employed shipping agents at 
ports to sell space on their vessels to exporters. Such agents, now often known as 
loading brokers when acting for shipowners, also found it profitable to act as 
agents of exporters in the preparation of documents and the calling forward of cargo 

to the ship. Forwarding agents, so called, came originally from the Continent where they 
grouped small consignments into railway wagon loads. The distinctions between 
them have, however, become increasingly blurred although the terms are still used 
widely. The word agent is often no longer appropriate at a time when many of 
these firms operate as principals in providing consolidation and groupage, container and 
international road haulage services. In recognition of this change, in April 1970 the 
Institute of Shipping and Forwarding Agents was renamed the Institute of 
Freight Forwarders. 

1.2 It is not easy to define with any precision what and who is a freight forwarder or 
indeed what is forwarding. The description is used by firms whose activities may 
cover a very wide field. The constitution of the Institute of Freight Forwarders begs the 
question in its definition: ‘Forwarder means any person engaged in the business of 
forwarding as generally understood’. The us Federal Maritime Commission regard 
forwarding as the preparation and processing of international transport documents, the 
co-ordination of transport, including the provision of warehousing and the giving 

of expert advice. To this should be added the supervision of cargo movement on 
behalf of exporters and importers. In addition uk forwarders are equally concerned with 
imports as with exports, and hence with Customs regulations, documents and 
procedures. Thus the forwarder stands as an intermediary between consignors or 
consignees, and the providers of transport. At one end of the spectrum many 
forwarders do little else but prepare documents and make transport arrangements while 
at the other end they may be involved on a much more diverse front by finking this 
primary task to the provision of transport and a host of connected ancillary services, 
both in this country and overseas. In this wider role, the forwarder stiU stands in 
an intermediate position between the cargo owner and those who operate the 
major capital intensive means of transport — ships, aircraft, railways — ^but he has shifted 
his ground significantly from acting for the users to being a provider of services, 
in effect working as his forbears did on the Continent, as an independent retailer 
for the wholesale transport provider. A further difficulty in reaching precision is that the 
term (and its allied descriptions) is not, in the uk, protected by law and can be 
used indiscriminately by those for whom forwarding, usually in the sense of trade 
documentation and transport procurement, is only a side fine to their main tasks eg road 
haulage, ship broking. 

Functions of forwarders 

1.3 The basic, and in the uk, traditional function outlined above can be broken 
down into the following: 

a) Documentation; the main types of document preparation and handling with which 
the forwarder can be concerned are: 

i) Bills of Lading, airway bills or equivalent . 
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ii) Customs papers 

iii) Certificates of origin 

iv) Exchange Control forms 

v) Insurance certificates 

vi) Shipping notes 

vii) Calling forward notices 

viii) Collection orders 

ix) Port rate forms 

x) Help in preparation of invoices. 

b) Planning and costing the route to give the desired combination of speed, economy 
and reliability, trading time against cost. 

c) Booking and co-ordinating transport and freight space, domestic, international 
and foreign. 

d) Arranging any ancillary services eg warehousing, packing. 

e) Consolidating and paying charges payable to transport operators, port authorities. 
Customs etc. 

f) Presenting goods for Customs clearance, both for imports, to this country and 
abroad through overseas offices, correspondents etc, for uk exports. 

g) Advising on special requirements, trade and financial, of foreign countries, and 
preparing necessary documents. 

h) Providing exporters with information to prepare quotations, particularly cif or 
delivered importer’s premises. 

i) Advising importers of details of and changes in uk import procedures. 

Other services: 

1.4 In providing most other services, the forwarder usually acts as a principal, rather 
than in his traditional agency role of procuring services on behalf of his importer 
or exporter cHent. Those most commonly offered (but not by all forwarders) are: 

a) Groupage (or consolidation) 

Groupage (in air freight it is called consoHdation) is the grouping of consignments from 
several consignors into a single load, which the forwarder then sends on in his own 
name, often taking advantage of bulk rates or discounts offered in varying forms by the 
carriers. It is now becoming in many cases the most important forwarder activity. 

It may be either 

i) a physical grouping which applies particularly to cargo moving by rail and road 
transport to Europe in containers, rail ferry wagons, and road vehicles and, to a 
lesser extent, to deep sea container services and to air freight, or 

ii) a documentary grouping which is at present more or less confined to air. 

b) Road haulage 

This may be simply the operation of a cargo collection and delivery service to and from 
the sea ports or airports. It may also be on a much more extensive scale with the 
forwarder acting as a road haulier operating both scheduled international services (for 
groupage cargo) and full load services; his activities may include domestic haulage 
also. 

c) Containers 

In the same way as some forwarders have their own road vehicles, so some forwarders 
operate scheduled container services (for groupage cargo) and supply containers for 
full load consignments. The forwarder may either own or lease containers. 

d) Warehousing 

This is a natural extension of the forwarders’ move into providing their own 
transport, and into groupage and consoHdation work. 

e) Packing 

In addition to advising consignors on packing, some forwarders have set up export 
packing departments. 
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/) Co-ordination of delivery of multiple consignments 

This may take two forms. First with an overseas importer who is buying from a 
number of exporters in this country on fob (or ex works) terms, in which case the uk 
forwarder will effectively be operating a groupage service for that importer. Secondly, the 
forwarder can assist in the progressing and scheduling of supplies for a large project 
where they may be drawn from a variety of contractors and must be phased as 
work progresses. The main contractor receives the benefit of deliveries in accordance 
with a schedule, and the possibility of bulk discounts on freight rates. 

g) Insurance 

The forwarder will usually be able to offer cover as an insurance agent or through his 
own policy with an insurance company. 

H) Financial Services 

Forwarders generally provide cod facihties through their overseas correspondent 
offices. In addition they may act on behalf of their customer in making arrangements 
with banks over letters of credit, purchase/sale of exchange etc. 

i ) Market Research 

Some forwarders, through their foreign connections, can often assist exporters by 
introducing overseas buyers and obtaining local market information. 

Forwarder's sources of income 

1.5 In addition to the revenue from groupage and transport services, and from 
insurance, warehousing etc, the forwarder derives income from two principal sources : 

i ) From exporters and importers 

Income for traditional forwarding work involved in sending goods by sea is derived 
from an agency charge paid by the shipper and from charges for specific work, 
such as the preparation of documents. For uk Customs clearance and for air freight 
the forwarder levies specific charges for services rendered. The Institute recommend 
minimum levels of specific charges, and scales of agency fee, but because these are 
minima, in practice, charges are often negotiable. The recommended scale of agency fee 
for general export cargo is 5 per cent of the ocean freight, with various minima. 

On rough or low value cargo, the rate is 2| per cent. There are local variations suggested 
by area trade sections of the Institute to take account of differing conditions at 
individual ports. 

a ) From carriers 

As a rule, only the airlines amongst the carriers give a commission to forwarders; 
it is 5 per cent and is given usually on export cargo but only to iata approved agents. 
(For air import cargo, just as for inward sea-borne cargo, the consignee pays charges 
related to specific work done). British Rail allow discounts on ferry wagon traffic 
and also on general cargo carried Newhaven/Dieppe. On rail-borne containers, 
both for the freight to and from the port, and on the sea freight, discounts apply, but 
these are quantity rebates open to all-comers. On the short sea routes, practice varies 
between shipowners; we understand that some allow forwarders a rebate on the freight of 
5-l\: per cent. Discounts are also given under a few shipping conference rules eg 
certain Canadian and Mediterranean conferences; these are the exception rather than 
the rule. In addition non-conference fines are known to give commissions. The 
practice of shipping fines in the uk differs from that obtaining on the Continent and 
the USA, where many shipping companies usually allow discounts to forwarders. 

The forwarding structure 

1.6 There is a dearth of collated information on the number, size, profitability 

and activity of forwarders in the uk. There are about 700 firms who have one or more of 
their staff as professional members of the Institute of Freight Forwarders. It is 
conservatively estimated by the Institute that there are upwards of another 300 firms 
working as forwarders in the uk but these are for the most part thought to be small 
firms, The effective number of firms may be less than a thousand, since some are 
subsidiaries of others, or are owned, together with others, by a parent organisation. A 
number are owned by shipping lines and by industrial groupings principally 
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involved with transport and distribution. Some are owned by shippers acting in effect 
as an extension of their shipping departments. A few firms are subsidiaries or branches 
of foreign forwarders. 

1.7 The size of individual firms varies widely, from the individual working with a small 
clerical team, to large companies, one such having published capital and reserves 

of over £6.5 milli on and 28 offices in the uk, in addition to airport offices and packing 
depots and a considerable network of offices overseas. Some of these deal with fewer than 
500 consignments a year, compared with the few very large firms who process over 
500,000 a year. It has been estimated that in 1966/67 only ten forwarding firms 
accounted for about half of the exports to Europe processed by forwarders. Many 
firms have fewer than 100 cUents, but even so, the sttpro survey (see paragraph 1.13) 
showed that some of these forwarders can be concerned with up to 25,000 
consignments a year. There is a considerable degree of specialisation, partly inherent 
in the fact that forwarders’ ofiices tend to be near the points of entry and exit of the goods, 
which may bias forwarders towards particular cargoes, markets and methods of 
transport, and to working for exporters and importers who regularly use those ports. 

Air cargo has for long had sufficiently distinctive characteristics— particularly the need 
for speedy treatment and the requirement for consolidation — ^to separate it from 
the methods employed in surface cargo. Thus some forwarders are involved 
exclusively with air cargo, while others have separate oflS,ces or companies to deal with 
it. However, the requirement that a forwarder must be appointed as an iata Agent 
(of which currently there are about 130 in the uk with over 300 offices) in order to 
receive an airline commission inhibits to some degree the ability of the non-appointed 
forwarder to offer an all round service. The larger forwarders have separate departments 
to deal with different markets and different transport methods. The smaller forwarders 
tend to specialise less in this way; there are of course exceptions to this, particularly 
some who concentrate on particular products. 

Competition 

1.8 The forwarder works in a highly competitive world. No particular legal barriers 
restrict the imdertaking of forwarding work and initial capital requirements are 

low. Apart from competition provided by his fellows, and by exporters and importers 
themselves undertaking the documentation and co-ordination of overseas transport, 
many others, in differing degrees, offer exporters and importers some of the elements of 
the forwarding service. 

a) Shipping companies 

i) Most shipping companies either themselves or through freight or loading brokers 
will prepare dociimentation, pay incidental disbursements such as port dues and attend 
to Customs clearance, in return for specific charges. Some conferences eg Far East 
and Australia, permit shipping companies to charge a commission in addition for 

this work of IJ - 1^ per cent of the freight rate. Some lines say that in general there is 
no wish to compete actively for forwarding work, since by doing so they might 
ahenate the forwarders who provide in many cases a substantial part of their business. 
On the other hand shipping company charges can often be cheaper than forwarders’ 
charges. Forwarders allege that there is an element of unfair competition due to 
subsidisation from freight charges. However, the shipping companies do not usually 
compete on the ancillary business of arranging inland transport, warehousing 
and packing. Although some of the shipping lines and loading brokers are preparers 
of documents on nearly as large a scale as some of the larger forwarders, in total they 
do not appear to have gained a sizeable share of document preparation. 

ii) Many vessel-owning through transport (or container) operators eg Overseas Containers 
Limited, do however compete across a wider range of forwarder activity. They do so by 
providing and transporting containers to and from exporters’/importers’ premises and by 
providing many of the forwarding services — documentation. Customs clearance 

etc. In some cases they offer rival container groupage facilities, in others they may 
supplement these by appomting a few forwarders as sales/groupage agents. There are 
several reasons for this which are discussed in Chapter 2. 
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b) Airlines 

Airlines, by providing export and import documentary and cargo handling facilities 
are to some extent in direct competition with the forwarders. The airlines consult 
with the forwarders over the level of charges for such services and encourage forwarders 
to consolidate by the setting of a rate structure which allows discounts for 
consignments over certain weights. All this, together with the payment of commission 
on export consignments, serves to blunt the edge of competition between forwarders 
and airlines. Moreover, some airlines are generally content to leave handling and 
documentation to the forwarders, clahning to set service standards by making their own 
services available to shippers. The airlines’ attitude to forwarders differs from that 
of the shipping companies. Air freight came late to the cargo carrying scene, largely as 
a by-product of passenger carrying. The initial approach was to pay sales commission to 
forwarders in the way commission is paid to travel agents for passengers. However 
the airlines actively market direct with shippers air transport as a mode of carriage 
and there is now a change in progress -to relate commission to the physical services 
rendered by the forwarder in preparing goods for carriage. 

c) British Railways 

British Railways, both as international carriers by rail and as ship operators, do not set 
out to compete, although they do accept traffic directly from shippers. Unhke 
Continental railways, they have not in the past allowed groupage services for internal 
movement to be operated by forwarders, although some groupage is now taking 
place in connection with domestic Freightliner container services. British Railways 
have, however, heavily relied upon the forwarders for Continental work : 1 1 forwarders 
have leased premises at the London International Freight Terminal at Stratford 
to carry out consolidation work, both for rail ferry wagons and for rail-borne 
containers to and from the Continent. 

d) Export and Confirming Houses 

In their function of arranging export transactions, either as agents of uk exporters 
or overseas importers, or as principals, some of the larger houses may assume 
the basic forwarding function of arranging shipping etc and preparing documentation. 

e) Road Hauliers 

As a result of the development of roll on/roll off" ferries many international road 
haulage firms have become akin to shipping companies with their own forwarding 
department. Thus the hauher is responsible, by the nature of the operation, for many 
of the functions of co-ordination and disbursements en route which the forwarder or the 
forwarding department of the shipping company performs on the deep sea routes. 

Many hauliers also prepare the cmr International WaybiQ and Customs 
documentation. 

The extent to which the forwarder is used 

1.9 In discussing this, we have two main sources of information; a postal survey of 
379 exporters by easams (E-A Space and Advanced Mihtary Systems Ltd) for the 
siTPRO Committee which is described in that Committee’s report*; 
and a survey carried out by ourselves in the autumn of 1969, also by post, of members 
of the Society of Shipping Executives, who had offered their co-operation with 
our work. For brevity we shall call this the sse survey. The Society is largely composed 
of shipping executives in manufacturing industry. Members in 160 firms replied; all 
the fims were engaged in exporting and ranged widely in size, from 39 who had 
a gross annual turnover of less than £1 million a year to 17 who exceeded £50 million.** 
In using these surveys to assess the overall involvement of forwarders it has to be 
remembered that 

a) forwarders are hkely to be more concerned with the transport of general cargo for 
manufacturing industry than with bulk shipments and 

b) both samples were small and not necessarily representative. 



* The SITPRO Report 1970 (HMSO £1). 

** Further detail from this survey, not included in this report, is available on request from nedo. 
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The results obtained therefore, only indicate certain trends, rather than give an 
accurate picture. The Chamber of Shipping and two major airlines also provided us with 
some estimates of the involvement of forwarders in shipping and air freight. 

1.10 All these sources of information indicate that forwarders, in one way or another, 
are substantially involved in uk foreign trade, principally as document preparers, to a 
lesser extent as transport providers and organisers, and to a still lesser extent as 
transport advisers. There are wide variations between individual shippers, between 
individual shipping trades and between different methods of transport in the extent to 
which forwarders are used. In general terms the sse Survey indicated that over 

90 per cent of the sample used forwarders for export in one way or another and over 
90 per cent of the importers in the sample used forwarders. The Chamber of Shipping 
estimated that 70 per cent of general cargo exports on non-unitised services in fhe deep 
sea trades were handled by forwarders; but in the short sea trades it ranged for 
individual hues from 15 per cent to 90 per cent. In most cases where containerised 
services had been introduced, whether in the deep sea or short sea trades, the 
forwarder’s involvement had fallen; a significant exception to this generalisation was 
that it did not apply where the forwarders had developed active groupage traffic, 
which they have done to Europe far more than to other world areas. 

How the forwarder is used 

1.11 In the SSE Survey we asked exporters for what purposes they employed forwarders. 
The following table summarises their responses to four major categories of the 
forwarder’s work. 

Table 1 

Companies with an export turnover of: Overall 

Less than £lw More than £\m average 

% % % 



Document 



preparer/adviser 


77 


78 


77 


Transport operator 


33 


47 


38 


Transport organiser 


34 


34 


34 


Transport adviser 


29 


19 


25 



Further analysis of the use of forwarders as transport advisers suggests that the very 
small and the very large companies tend to neglect this aspect of the forwarders 
work more than the medium sized companies. We refer in Chapter 2 to the 
implications these figures have for forwarders. 

1.12 We also asked exporters whether they used one or more forwarders, and whether 
certain forms of speciahsation were important. 

Table 2 

Companies with an export turnover of: Overall 

Less than t\m More than £lm average 

0/ 0/ o/ 

/o /o /o 



22 

42 

70 

6 
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One forwarder to do 

all agency work 19 28 

Speciahst(s) in 

particular markets 36 52 

Specialist(s) in particular 

transport modes 67 74 

SpeciaHst(s) in 

particular products 7 5 

More than one forwarder 
but without any particular 
criteria for sharing the 

work between them 30 17 



Companies with a fair measure of export business appeared relativelymiore 
discriminating in their use of forwarders, paying particular attention to transport mode 
and market specialisation. Small companies paid much less attention to market 
specialisation, and also appeared relatively more disposed than the larger companies 
to allocate their custom amongst two or more forwarders without any particular 
criteria for so doing, 

Exjport documentation 

1.13 Both surveys suggest that forwarders prepare and lodge on behalf of industry around 
60 per cent of Customs forms, over 70 per cent of shipping documents and over 
80 per cent of airway bills. The forwarders’ involvement in the preparation of other 
forms eg exchange control forms, certificates of origin, and insurance certificates, 
appears much less. The following table is an average of the individual arrangements of the 
160 exporters in the sse Survey. 

Table 3 



Documents prepared by: 





Exporter 

% 


Forwarder 

V 

/o 


Carrier 
or his 
agent 
V 

/o 


Overseas 
importer or 
his agent 
V 

/o 


Bills of lading, airway bills 
etc 


13 


74 


11 


2 


Customs forms 


28 


65 


6 


1 


Exchange control forms 


89 


11 


— 


— 


Certificates of origin 


85 


15 


— 


— 


Insurance certificates 


77 


18 


1 


4 


Consular documentation 


47 


49 


3 


1 



The largest exporters tended to produce more of the bills of lading etc. Customs 
forms and insurance certificates themselves than did the remainder of the sample. But 
analysis showed little uniformity between one exporter and another in the way 
documentation preparation was arranged. This lack of consistency in respect of bills of 
lading, airway bills, etc may be explained by the differing charges for different 
types of documents made by forwarders and carriers, relative to the shippers’ own 
costs, and by different requirements for various methods of transport. 

Transport co-ordination 

1.14 The siTPRO survey asked exporters whether they used forwarders to choose the 
route and the international carrier and to book space. 

Table 4 





Use of forwarder: 




Always Sometimes Rarely 

V 0/ y 

/o /o /o 


Choose route and carrier 
Book space 


15 35 50 

42 38 20 


1.15 The Society of Shipping Executives were simply asked who made the transport 
arrangements for the international part of the journey. 


Table 5 






Percentage averages of 
individual exporter's arrangements 




To Europe To other countries 

0/ ^ 0/ 

/o /o 


Exporter 

Forwarder 

Transport operator (or his agent) 
Overseas importer 


27 31 

62 60 

8 6 

3 3 
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1.16 The indications from the foregoing are that the forwarder is seen more as an 
executant within a chosen ambit than as a plenipotentiary to whom all freighting 
matters are to be entrusted, though allowance should be made for the choice of carrier 
being determined by the importer, or at a stage before the details are available to start the 
preparation of documents. In making transport arrangements a fairly clear pattern 
emerged of the smaller exporters leaving more to the forwarder. 

1.17 Exporters usually make the arrangements for getting the goods to the port etc. 
although again the small exporter uses the forwarder more for this than does the large 
exporter. But forwarders play a relatively more significant role in arranging inland 
transport in overseas countries, more so for Europe than for other parts of the world. 

Import documentation and co-ordination 

1.18 As we have indicated, over 90 per cent of the importers in the sse Survey said in 
general terms that they used forwarders. Table 6 is based upon the responses from 
the forwarder-using importers and should thus only be used as a guide to the relative 
importance of the various functions for which forwarders can be used in import 
transactions. For example, using estimates from other sources as a check, we would 
estimate that around 80 per cent of Customs clearance for industrial and commercial 
importers is attended to by forwarders. 



Table 6 



Percentage of forwarder-using 
importers who used them in 
respect of 80 per cent or more 
of their consignments 
V 

/o 


Arrange Customs clearance 


95 


Pay port charges 


85 


Prepare Customs documents 


78 


Pay Customs duties 


77 


Pay transport charges 


57 


Arrange UK inland transport 


55 


Arrange international transport 


24 


Arrange foreign inland transport 


14 


Arrange insurance 


9 



As with most other aspects of the forwarder’s services, the larger the company the less the 
forwarder was used. 



Transport advice 

1.19 The forwarder’s capability in giving transport advice can range from simply 
suggesting changes of route or method of transport, through helping with the preparation 
of cif or delivered importer’s premises quotations, to helping with or preparing a review 
of the exporter’s methods of overseas delivery. 

1.20 About half of the companies in the sse Survey, especially those using small 
forwarders, said that forwarders on their own initiative suggested changes to routes and 
methods. It appeared that about half of cif/franco domicile price lists and 
quotations were prepared by exporters, with or without the help of their overseas 
sales agents, and that forwarders assisted in a further third of cases. 

1.21 Less than half of the sse sample carried out regularly reviews of methods of 
delivery; about another third did so irregularly. In well over half these cases the forwarder 
either helped with or, less often, carried out Ae review. 

Size of forwarder 

1.22 The SSE sample were asked whether they used large, medium and/or small 
forwarding firms to help with exports. Their response to this was therefore based on 
individual subjective assessments of the size of forwarder employed. The data were 
analysed to see what differences emerged between the companies using the 
different categories of forwarders. 
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1.23 There was a correlation between the size of company and the size of forwarder 
used, in that larger exporters tended to use large forwarders far more readily than did 
small exporters. Smaller exporters spread their custom more evenly and made greater use 
of small forwarders than did the larger exporters. 

1.24 We also analysed the data to see if there were any differences in the type of work 
carried out by the different sizes of forwarding firms. Because of the correlation noted in 
the preceding paragraph, analysis tends to reflect upon the forwarders the 
characteristics of the exporters. Thus, as shown in paragraph 1.10, the small exporter 
appears less aware than the large company of the forwarder’s geographical 
specialisation. By inference the small and, to a lesser extent, the medium forwarders 
appeared less noted for such speciaKsation. On the other hand, although product 
specialisation was generally rated low by companies as an important criterion in 
choosing a forwarder, when it did matter, it was a distinguishing feature of small 
forwarders, more so than the other sizes. The large and medium-sized forwarders, 
possibly because they could offer a wider all round service, more frequently retained 

all the work of an exporter than did the small forwarder. Certain other fairly 
obvious differences also appeared; for example the larger forwarders were regarded as 
transport operators to a greater extent than were the medium and small firms. 
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2 Present and future trends 



2.1 Any assessment of present and future trends in forwarding must give considerable 
emphasis to containers and other forms of unit load services, whatever geographical area 
or mode of transport is being considered. The development of through unitised 
transport services, allied to the through-transport concept, is radically altering the whole 
transport scene. It has already blurred distinctions between road hauliers, shipping 
companies and forwarders, and it may be lessening the need for the all-round 
expertise of the forwarder in dealing with the problems and procedures associated 

with the simple shipment of goods. Another trend which may reduce reliance on 
forwarders is the intensive study being given to ways of improving or eliminating 
delay-producing procedures and documentation, allied with the increasing use of 
computers and other advanced methods of communication. 

2.2 Although these influences are to some extent common to all sectors of uk 
overseas trade, the effect on forwarders has differed, dependent upon whether they are 
operating in European surface trade, in deep sea trade or in air freight. These 
influences have caused some forwarders to expand markedly many of the ancillary 
services listed in paragraph 1.4 and have brought about a wide diversification of 
activities undertaken by forwarders. 

2.3 Concurrently there is an increasing awareness in industry that transport is a part of 
a wider function of distribution and is an important cost centre which fully repays 
managerial attention. Although, therefore, there may be less need for the traditional 
forwarder’s expertise in the future, problems associated with the variety and 
sophistication of transport services, and the way in which the best results may be 
obtained from using them, may give the forwarder an increasingly important task. 

Change in transport systems 

European surface trade 

2.4 Surface transport to the rest of Europe is probably the area where the forwarder 
has the most to contribute directly to the future of uk export (and import) transport 
systems. It is of course a large market comprising, by air and sea combined, over 

40 per cent of our exports by value. Its relative importance has grown in recent years, and 
can be expected to continue to do so. Although some shipping lines have become 
through container transport operators, forwarders have been able to compete 
effectively alongside them (as they have done alongside the road hauliers using the roll 
on/roll off ferries). An important contributory factor to forwarder participation in 
container transport has been that some shipowners (particularly British Rail), while 
deciding to invest in container ships, refrained from investing in containers. This was 
principally because the relative balance between sea and land operations would have 
resulted in a disproportionately large investment in containers, relative to the ships, while 
the diversity of routes to be served and high traffic volume would have necessitated 
an elaborate control organisation which might have endangered operational 
flexibility. The forwarders have adapted well to the new opportunities provided by 
containers, and roll on/roll off ferries. Unlike the deep sea trade, shipping company 
tariffs for containers are generally on a per container basis, irrespective of the 
value of the contents, and on the dense traffic routes are not conference controlled. 
Furthermore, rail tariffs are essentially wholesale tariffs which allow discounts for large 
quantities of goods and permit operators to make their own tariffs in respect of small 
consignments. The forwarder is thus able to operate with advantage his own groupage 
tariff for small consignments. 

10 

Printed image digitised by the University of Southampton Library Digitisation Unit 



Deep sea trades 

2.5 A somewhat different picture emerges for the forwarder’s prospects in the deep 
sea trades (ie to areas outside Europe). The present pattern varies between conferences, 
and between those lines which have containerised and those which have not, as we 
indicated in paragraph 1.10. Unlike the European trades, the forwarders have not 
invested in containers; a fleet of containers which may be spending as much as two thirds 
of their time at sea are much more naturally regarded as a part of the ship’s fittings, 
than they are in the European trades. Hence these containers are customarily owned by the 
shipping line and the freight charge is inclusive of their use. 

2.6 Overseas Containers Limited (ocl) and Associated Containers Transportation 
(act), who have been operating the UK-Australian container service, although a 
consortium of shipping companies, are in fact through-transport operators. As such, they 
themselves will attend to many of the documentary formalities for shippers. Tariffs 

have been established, not only on a port to port basis, but also between certain inland 
points, together with discounts for those who present full load containers. Thus 
every shipper who can load a full container is hkely to do so at his own premises, thereby 
reducing greatly the volume of cargo moving in small lots requiring grouping or 
individual treatment up to the port. Forwarders maintain that the discount, although 
weighted more heavily for them than for ordinary shippers, is inadequate to cover their 
costs of stowing and unstowing containers, so that they are not able to compete 
profitably with the groupage services offered by ocl/act at various inland clearance 
depots, ocl/act state that there are strong operational control reasons for attempting to 
ensure the concentration of a sohd proportion of less-than-container load traffic at 
limited locations, thereby using the minimum number of containers and ensuring rapid 
and regular despatch on bulked trunk routes to the ports. They also state that the 
marketing of a through-transport service is a highly technical matter requiring direct links 
with the shipper, in order to develop the optimum solution for his particular needs. 

2.7 For various reasons the initial impact on forwarders of these developments 

has not been so severe as many expected. This is partly because the delay in bringing the 
ocl/act berth at Tilbury, and its adjacent groupage clearance depot at Orsett, into 
operation has given forwarders a greater opportunity for grouping cargo in the 
south of England; nevertheless the forwarders have shown ability to adapt their techniques 
to the shippers’ needs, in connection with container services. 

2.8 Australia takes about 1 1 per cent by weight of break bulk UK exports to those 
parts of the world outside Europe and the Middle East; of this about 70 per cent may 
eventually be in containers.* Plans are substantially advanced for container services to 
be introduced to the Far East by end-1971 (about 13 per cent of uk break bulk exports 
and potentially over 80 per cent containerable). The South African trade may follow not 
much later, accounting for a further 8 per cent and nearly 80 per cent containerable. In 
total these trades account for about 38 per cent of uk break bulk deep sea exports, 

and the potentially containerable element amounts to about 30 per cent. In all 
these trades the pattern of development which started with the Austrahan trade, can be 
expected to be followed at least where the British lines are concerned, ocl/act’s 
experience with Australia suggests that once a full container service is operating it may 
not take long to reach the level of containerisation postulated above. The forwarder 
is thus threatened with a considerable inroad into his traditional activity. 

2.9 We hope some accommodation, perhaps in the form of an adjustment of 
ocl/act’s present tariff policies, can be reached between the shipping consortia and the 
forwarders which would allow the forwarders to contribute their expertise and 
facilities to the operation of these container services. We believe it desirable, not only 
from the shippers’ standpoint, but also for system efficiency that there should be a strong 
competitive element, particularly in the provision of terminal and forwarding services. 

But it must bo recognised that there are hard commercial realities underlying this 
situation, and any form of worthwhile co-existence is only likely if the forwarders were 

♦ These and later percentages are taken from a study by the University of Lancaster for the npc in 1967. 
Experience by ocl/act in the Australian trade has tended to show that, if anything, the percentage 
for that route may be an underestimate. 
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able to negotiate with the consortia and with other shipping groups introducing 
container services from a position of maximum strength. While the forwarding industry 
remains as fragmented as it is now, it seems unhkely that this position will be easily 
achieved. 

2.10 Trade in general cargo to North America represents nearly 28 per cent of UK 
deep sea general cargo exports. The potentially containerable portion of this has been 
estimated at over 90 per cent. During 1968 perhaps 20 per cent containerisation was 
reached, and this will have grown sharply in 1969 as new tonnage was introduced. 

Several European and North Ajnerican lines operate in these trades and the pattern 
has developed differently from that initiated by the British hnes in the Australian trade. 
Because of the far greater geographical infrastructure of North America by 
comparison with, say Australia, and because of legal problems associated with operating 
an integrated transport system into the us, some container ship operators have made 
use of the forwarders’ network. Conference rates have been estabhshed giving discounts to 
forwarders grouping traffic. Although the tariff has not yet, apparently, been fully 
developed to encourage the forwarders to consohdate, in these trades the uk 
forwarders have developed some activity, more especially to Canada; difficulties in the 
labour situation in East Coast us ports have severely curtailed growth, but in the long 
run there are clearly opportunities for further expansion of services to inland points. 

2.11 Containerisation thus presents a real threat to the traditional forwarder’s 
activity in the deep sea trades. In some trades he is threatened by new operators dealing 
direct with shippers. In others he has the opportunity to develop as a groupage 
operator, in the same way as in the European trade. In the North American market, in 
particular, because of its size, this can probably only be done by developing existing 
and entering into new relationships with us and Canadian freight forwarders. The 
flexibility of forwarders, their ability to grasp opportunities and the complexity 

of operations required to control and move cargo in the deep sea container trades incline ’ 
us to the view that the forwarder should retain an important function in these areas 
in the future. But in saying this, it must be recognised that his involvement is likely to be 
over a smaller proportion of the cargo, though in respect of this it will be in 
greater depth. 

2.12 There will, of course, always remain opportunities for traditional loose general 
cargo forwarding, both on the routes where container ships are running, and also to those 
areas of the world where they are not, although it may be expected that by the 1980’s 

the operation of containerships will have spread more widely and that most ports 
of any significance, including those in the developing countries, will have their 
container ship berth. 

Air cargo 

2.13 The phenomenal growth of air cargo has brought increasing business to the 
speciaUst air freight forwarders. As yet, the physical unitisation of air cargo has not been 
significant, but nevertheless, airlines require freight forwarders to have cargo 
handling facihties for cargo to be correctly prepared for air carriage, and forwarders 
must group consignments together (not necessarily into unit loads) to benefit from the 
airlines’ weight related tariff reductions. In Exports by air^ and the Follow-up 

Report on it,* ** the edc has noted a number of factors which are influencing the 
development of air cargo along unitised Hnes. We beheve that bea and boac share 
the view that an iata rate structure should be developed which rehes less on commodity 
rates, but more on incentives to containerise or palletise cargo. This would further 
enable forwarders to make their own tariffs for small consignments and to tender 
these for shipment in fuHy unitised form. The forwarder must therefore be properly 

a consolidator and through-transport operator. The preparedness of airfines 
to work through forwarders as consoHdators means that if the forwarders seize the 
opportunities they will form an integral part of the air freight system. The points 
made later (paragraph 2.15 et seq) with regard to ‘carrier type’ forwarders are 
particularly appHcable to air freight. 

* Exports by air (1967 hmso 6s). 

** Follow-up report on exports by air (1969 nedo free). 

12 



Printed image digitised by the University of Southampton Library Digitisation Unit 



2.14 A stumbling block to UK forwarders developing to the full their abihty to provide 
a world wide network of through services is the regulations of the us Civil Aeronautics 
Board (cab), described more fully in Appendix 2 of this report. To operate within and from 
the United States a forwarder needs authorisation from the cab. Separate 
classifications have been established for forwarders operating international and domestic 
services. It has recently become possible, although only after a severe screening test, 

for a foreign forwarder to obtain an operating authorisation for the handling of 
international trafiftc from the United States, but not for traffic within the United 
States. We beheve that this restriction, which prevents foreign forwarders from making 
up consohdations of mixed international and domestic consignments on feeder routes 
to the main international airports, a necessary requirement in view of the size of 
the market, jeopardises their ability to operate to and from the United States. Similar 
restrictions are not placed by the uk on the working freedom of us air forwarders, some 
of whom occupy dominant positions in the uk market, and not only in us/uk 
trade. We consider hmg should negotiate with the us authorities, first for the lifting of 
the restriction placed upon the freedom of entry to the us domestic market, and 
secondly for making the procedures for obtaining authorisation equivalent to those for 
us freight forwarders. 

The influence of change upon forwarders 

2.15 The effect on forwarders of the influences outlined in preceding paragraphs 

can be divided, for discussion, between ‘carrier’ and ‘non-carrier’ forwarders or, broadly, 
between the larger and the smaller firms. However the provision of forwarding (as 
distinct from carrying) services is common to the whole industry. 

'Carrier' forwarders 

2.16 We think the future for these forwarders is clear cut. Their principal activities will 
be to provide transport facilities for export and import cargo and to group small 
consignments into unit loads. To compete successfully both with other through-transport 
operators and with leasing firms who supply containers direct to exporters, they will 
need to acquire new management skills eg in marketing, transport, materials handling. 
Nevertheless, many forwarding firms already possess knowledge and experience essential 
to enable them to compete against others entering the field; eg knowledge of exporters’ 
requirements and long estabhshed connections with them, experience in overseas 

trade, close trading links with overseas forwarders or trading subsidiaries. As we have 
indicated in paragraph 2.4 we beheve they should succeed in consohdating their position 
as an integral part of the transport system in European trade, and so also they should 
in air freight; and foUowing on what we have said in paragraph 2.11, we beheve they 
should have an important part to play in the deep sea trades. 

2.17 As through-transport operators we see their principal objectives as: 

a) to secure individually a suflicient volume of cargo to gain an adequate return on 
their growing investment in cargo moving and handhng facihties. 

b) to secure such cargo in balanced flows, so as to minimise empty return journeys of 
lorries and equipment. 

c) to achieve this, and to improve their through-transport door to door service, they must 
estabhsh, where they have not done so already, their own ground support ofiSces on 

the Continent, and preferably their own groupage and storage facihties there. 

Their aim must be to do the same in other parts of the world wherever the volume of 
trafiic can be expected to justify it. 

d) to maintain sophisticated techniques so as to control the movement of cargo and 
of containers and lorries so as to avoid idle time and wasted journeys. This may 
weU require advanced data processing and communication equipment. 

e) to recognise the importance, as carriers, of estabhshing dehvery schedules and 
ensuring dehvery of cargo in accordance with those schedules. 

f) to keep consignors fufly advised of methods and concepts of cargo handhng 
and carrying. 
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2.18 Forwarders operating in this field need not necessarily be large organisations, 
although most of them will tend to be so. Thus it is likely that economies of scale in the 
use of equipment and facilities will favour the larger firms and will encourage a 
reduction in the number of firms operating independently. The formation of a number 
of consortia of forwarders and the development of ‘co-loading’ have so far helped 
moderate a reduction in numbers, and have provided an important vehicle for 
increasing the scope, speed, and regularity with which groupage cargo is handled by 
forwarders. These arrangements may also be of significance in mobilising the strength 

of forwarders in the negotiations with the carriers envisaged in paragraph 2.9. The 
consortia, mainly of the large and medium-sized firms, exist to pool cargo for 
containers. They normally serve specific trade routes, both European and further afield. 
Such consortia do not own containers, nor cargo grouping facilities, but use containers 
owned by member firms or others, and they operate from a member’s groupage 
depot. They have been formed, either to bring together a sufficient volume of containers 
to take advantage of carriers’ rebates, or to aggregate sufficient cargo to make up 
groupage containers. Looser arrangements are ‘co-loading’ (or ventures between two 
or more forwarders on an equal footing) and ‘by-loading’ whereby a small forwarder 
pools cargo with a larger firm, making use of the latter’s deppts, containers etc. These 
arrangements are mutually beneficial; they increase the flexibility of the forwarder, 
allowing him to offer a variety of services without the need for extensive capital; at 
the same time the forwarder is given a wider choice of cargo which helps in making up 
unit loads, in maintaining a regular service schedule to a wider range of destinations and, 
on the important European trading routes, in securing carriers’ volume discounts. 

Non-carrier forwarders 

2.19 The non-carrier forwarder, usually a smaller firm who does not normally own 
containers, international lorries, groupage facilities or have overseas offices, has a 
different and possibly less certain future. Not only is he having to cope with change in the 
transport system, in particular the forwarding service offered by the through-transport 
operators, but he is also competing with the service offered by larger forwarders 

who have the resources to be better able to absorb increasing costs by becoming less 
labour intensive, for example by participating more easily in future computer systems 
(see paragraph 2.23). A further hazard for those small forwarders situated at ports 
is the trend towards export documentation and Customs clearance at inland points, which 
may increasingly become a component of a through-transport operation. 

2.20 Factors which may help him are : 

a) Many small shippers may prefer to deal with a small forwarder who can give 
personal service. This is a tendency we have already observed in Chapter 1. Moreover, the 
personal service he offers can cover all markets and all methods of transport. 

b) In the medium term, where a variety of competitive unitised services operate 

to a particular region, and this is particularly true of Europe, the small forwarder will 
continue to equalise cargo flows between services operated by carriers dealing with, 
and earning commission on, residual amounts of cargo which are acceptable 
by the carriers as marginal, thus enabling the small forwarder to be competitive. He 
might even extend his activities into containers for full load traffic. 

c) Opportunities may exist for such forwarders to develop limited carrier services 
between two points, neglected by larger carriers, or for particular products where 
specialised equipment or knowledge is required. 

d) Possibilities which are not necessarily unique to the smaller forwarder, but which he 
may be able to exploit, are : 

i) assisting exporters to introduce documentation systems, particularly those based 
upon the aligned document series. 

ii) acting as a buffer between the smaller exporter and the increasing use of standard 
documents by carriers etc. Some exporters may find these systems not readily assimilable 
with their own systems used in the home markets. 

14 

Printed image digitised by the University of Southampton Library Digitisation Unit 



2.21 For the most part, however, the non-carrier’s concern will be about the pattern 
of development of the traditional forwarding service and this we deal with in the 
following paragraphs. 

Forwarding services: documentary services 

2.22 We have already illustrated how through-transport systems might weaken the 
position of the forwarder in his traditional uk role of document preparer mainly for 
exports. On the import side, the spread of computerised Customs clearance systems 
such as the laces scheme at Heathrow is likely to limit the number of firms 
offering import clearance facilities to those whose volume of business is large enough 
to justify the expenditure required for renting or sharing a terminal, though these 
forwarders wiU be able to offer a better service than the non-participant in laces 
could hope to offer, or most importers themselves match. 

2.23 A concept not unlike the laces system, but far wider in its application, is envisaged 
in the studies being undertaken by the National Ports Council into a ‘compound 
computer system’* into which all the information about a particular consignment could 
be fed and from which it could be disseminated to those requiring it, whether they be 
exporters, importers, port operators, shipping lines, road hauliers, Customs etc. 

A great deal of work needs to be done before such a system can be implemented. It must 
be expected, however, that compound computer systems will be introduced at some 
future time, and that the reliance previously placed upon the forwarder as a 
document-preparer will be weakened. To offset this, the forwarder may be able to 
occupy an important position in the system by assembling information in the correct 
manner and transmitting it to the computer, particularly on behalf of the medium 
and small exporter for whom the cost of establishing direct links may not be worthwhile. 

2.24 We think, therefore, that the Institute must continue to play an active part in helping 
to evolve these computer systems if the interests of forwarders, and especially also 
those of the smaller exporters and importers, are to be safeguarded. The forwarders, fc 
whom the development of compound computer systems could present many problems, 
must take a leading role in the discussions and give support to the Institute, so 

that system design is influenced to give them opportunities for participation. 

2.25 In the meantime, greater efficiency in the use and evolution of existing systems is 
important. Particularly, following up some of the sitpro recommendations, we hope 
forwarders will give attention to seeing what improvements can be made to their internal 
office procedures. The sitpro survey revealed that not only do a considerable number 

of forwarders not use the jlcd aligned series of documentation, but many still prepare 
documents by individual typing rather than by one-run multi-part systems. Of the 100 
forwarders’ offices surveyed, it appeared that over 30 prepared documents individually. 
Increasing labour costs, and the difficulty of recruiting good clerical staff, together 
with the critical need in faster cargo movement to avoid errors in documentation, 
highlight the urgent necessity to increase the use of modem documentary 
systems and machinery. 

2.26 There is a need to reduce the number of forms in use. To this end, the Institute 
published a standard format two years ago, for shippers to give instructions to forwarders 
for the handling of goods and preparation of documents {Shippers declaration and 
consignment note). We are aware many forwarders have not adopted this. We 

suggest the Institute should find out why this is so, with a view to taking action to 
bring about its wider use. A shortcoming is that the form is not compatible with 
the JLCD system. Although it may not be feasible for the standard note to be used by 
forwarders as the basis of the jlcd Master document, there are advantages from 
having information given as far as possible in standard form because this eases the 
transposition of information to other forms. It could also help exporters using 
JLCD systems for other consignments, or other forms. 

2.27 It would be worthwhile for forwarders to examine the methods of information 



♦ Fuller analysis of what is involved in the implementation of such a system is contained in the sitpro 
report and in Cargo management in the 1970’ s published by the National Ports Council (1968). 
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and document transfer between their clients, carriers, port authorities, and 
Customs to ensure that avoidable delays are not being incurred by, for example, 
documents being routed unnecessarily through a branch office, when they could 
be copied to it, the original going direct to the client, shipping company, etc. A further 
aid to speed in the documentary processes might be a greater use of telex and 
also of more advanced high speed methods of transmitting information and 
documents, such as Datel. As yet such systems appear to have made httle headway in 
forwarding. 

2.28 A particular bone of contention has been delays in the lodging and passing of Bills 
of Lading, which can have repercussive delays to export goods, or to the receipt of the 
sale proceeds in this country. Bill of Lading delays can be the fault of one or more 

of many people in the handhng chain-shipper, forwarder, shipping company, etc. There 
are two basic ways to eliminate them: namely structural changes as proposed 
by siTPRO, and better management under existing systems. Although forwarders have 
their own part to play in improving the situation, by always preparing and despatching 
bills to shipping companies as soon as the necessary information is available and 
by educating shippers to provide that information promptly and accurately, 
constructive discussions with liner conferences, as suggested in Chapter 7, could also 
help in reducing the problem. Amongst the sitpro proposals were the suggestions 
that to avoid delays often associated with Bills of Lading, exporters should make greater 
use of the forwarders’ cod facilities, and should examine whether they could forego 
the cumbrous financial procedure associated with Bills of Lading, letters of credit, etc. 
These particular recommendations should be taken up by forwarders with their clients 

2.29 On delays to imports, hm Customs, in a memorandum to us, observed that a 
survey of Customs entries showed that 20 to 30 per cent of them were incorrect in at least 
one respect. Although the survey did not distinguish between those who prepared the 
entries, hm Customs said there was no evidence to suggest that the standard of forwarders’ 
work differed from that of others lodging entries. Considering the high proportion 

of entries which are lodged by forwarders, with greater care they should be able 
to effect a substantial reduction in the overall number of errors. Training and allocation of 
specialist staff to this often complex work is obviously important. We note in Chapter 
5 that steps to improve training are being taken. Even more important is simplifying the 
tariff; but this can only be a slow process since regard must be had to the international 
and domestic interests closely concerned with the necessary adjustments which any real 
measure of simplification involves. We hope the Department of Trade and Industry and 
HM Customs will continue to keep simplification in mind, hm Customs beheved that delays 
could also be reduced by better organisation of work, eg frequent visits to the Custom 
House, not only to obviate the peaks and troughs which give rise to waste of time 
in queuing and/or under employment, but also to ensure that there is a minimum of delay 
in collecting passed entries or correcting defective ones. 

2.30 Although air cargo arrives and departs 24 hours a day, 7 days a week and the 
ports are moving to a two shift system of work, most exporters and importers are 

still geared on their clerical side to a 5-day one shift system. The forwarder is under some 
pressure to extend his time of working to match the flow of goods into and out of 
the ports. But there are real constraints in his way; his clerical staff are unlikely to favour 
it, there is often need to refer back to consignors and consignees for correction and 
elaboration of instructions, and consignees are not usually available at all times to take 
delivery of goods. Moreover, extending the forwarders’ hours of work would lead 
to higher costs which would have to be borne by the client. Nevertheless, we 
think forwarders should examine carefully how to extend hours of work on a shift 
basis, which would enable costs to be reasonably spread, rather than, as at present, 
offer late or weekend work only on specific request and at disproportionately heavy cost. 

Forwarding services; transport advice and co-ordination 

2.31 If, as we have envisaged, there will be a lessening need for the forwarder’s 
documentary services, he will have to exploit to a greater extent his capability for 
advising exporters and importers on overseas transport and distribution, and for 
co-ordinating the work of sub-contractors. The forwarders must dispel the 
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idea that they are mere document preparers, as we noted in Chapter 1, and must 
establish themselves more firmly as transport advisers and co-ordinators. We make this 
point because we believe they can contribute a great deal to improve the standard 
of delivery and distribution performance of uk exporters, and thus the competitiveness and 
profitability of our exports. 

2.32 The particular elements with which we now deal at greater length are 
distribution analysis, delivered price selling and minimising delivery delays. Finally, 

in this chapter we suggest the need for the forwarders to develop a fresh approach to the 
marketing of their services. 

Distribution analysis 

2.33 The carrier type forwarder, in order to maximise throughput, must sell not only 
his forwarding service but also through-transport. It is in his long term interest to ensure 
that exporters are fully aware of distribution costs and of the advantages and 
disadvantages of fob/cif selling and to participate with the exporter in the development 
of transport services, 

2.34 This may be regarded as pure marketing (and indeed at the end of this Chapter 
we urge the forwarders to pay more regard to this) but it is a short step in concept 
to that of offering a consultancy service. 

2.35 Forwarders have always been expected to provide advice and to give route 
quotations to exporters before being commissioned to undertake a consignment. While 
this is an important element in working practice between forwarders and exporters, 
often a more far-reaching type of analysis is necessary, and for two reasons. 

First, the diversity of routes and methods of transport and the possible combination 
of these. Secondly, the realisation by many exporters, largely brought about by the 
airlines and container operators, that the transport cost is only one of a series of 
interrelated costs which together make up a total distribution cost. Experience shows 
that considerable cost savings have frequently been established following analyses 
of transport and distribution methods. 

2.36 There is already a demand for advisory services in transport, and we believe this 
will grow. The extent to which the forwarders will enter this market will depend upon 
their initiative in exploiting their ability to prove to exporters that the far-reaching route 
and transport mode analyses which they can offer are worth paying for as a separate 
service and are not comparable with the necessarily limited service which was an 
adjunct to document preparation. The scale of the problems to be investigated can be 
judged from two examples; the British Steel Corporation discovered that from 14 
factories no fewer than 45 different operators offered services over 15 different 

routes, ten unitised and five conventional to Northern Ireland, while an analysis for a 
firm in the South East of England into methods of delivery to Paris required an evaluation 
of over 25 different combinations of transport methods, routes and operators. 

2.37 We hesitate to recommend to forwarders that this is an area which requires 
immediate investigation; we know that one forwarding firm attempted in 1968 to mount 
a consultancy service but owing to lack of exporter interest the service was withdrawn. 
However, discussions with some of those exporters approached by the firm suggest 
that the climate of opinion about the usefulness of such a service may be changing. 

2.38 Forwarders may be confronted with many difficulties in proposing this form 

of service to exporters. Dependent upon the extent to which analysis delves back into the 
exporter’s business— into production, inventory levels etc — ^the forwarder can 
possibly be best seen as a complement to the exporter’s own internal evaluation study, 
or alternatively, to a management consultant carrying out a full scale"distribution 
analysis. The forwarders running their own transport services"may be placed in a position 
where there is a conflict of interest, and thus it might be that this work could be picked up 
by smaller forwarders not directly involved in the actual operation of through services. 

Delivered price selling 

2.39 In Delivering the goods* the edc has drawn attention to serious delays at Continental 
ports of entry in the movement of exports to Europe. Although it has not proved 
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possible to analyse further the factors causing these delays, it is reasonable to suppose that 
many stem from the changeover in responsibility at these ports of entry from the 
exporter and his contractors to the importer. The edc advocated delivered 
price selling as a means of exercising continuous control over the goods from despatch 
to arrival at destination. Other advantages of delivered price selling which have 
been emphasised by the edc** and other bodies are: 

a) avoiding giving the importer the added tasks of converting an ex works, fob or cif 
price into the meaningful cost to him of the goods delivered to his works. 

b) enabling the exporter to plan his marketing and assess his competitiveness properly. 

c) facilitating the planning of transport from origin to destination as a whole, rather 
than in watertight compartments. 

d) in association with this, giving the exporter the benefit of whatever savings can be 
made in transport and distribution costs, in the short run by bulking consignments 

or by using cheaper methods of transport when opportunities arise and, in the 
longer term, by looking hard at the methods used, taking all costs together, direct 
and indirect (such as packing and packaging, warehousing, transit time etc). 

e) by controlhng the movement of goods from the uk, on balance it seems likely that 
UK transport operators and others concerned with the movement of goods, and through 
them, the balance of payments, will benefit to a greater extent than if the transport etc 
were to be arranged abroad. 

2.40 Some of these advantages are not necessarily dependent upon the basis of sale 
being delivered price, or even cif. In many instances some or all of the freight costs are 
added to the sale price, but the transport arrangements are made by the exporter. 
Nevertheless such an arrangement does not give the exporter the same incentive 

to minimise total distribution costs nor indeed does it give the importer the certainty that 
comes from a delivered price. 

2.41 We think it worth emphasising this again in this report because we see the 
forwarder as a vital source of information which many exporters, particularly the 
medium and small exporters, need in order to adopt a delivered price selling 

strategy. As yet few exporters appear to do so. The SSE Survey showed less than 10 per cent 
of consignments were sold on these terms, and there had, in absolute terms, been only 
a small increase in the number in the past two years. The forwarder can help 
at the marketing stage, eg by preparing a comprehensive list of costs to important 
inland centres for selected consignment sizes. Not only should exporters look to 
forwarders for help in this sphere, but forwarders should set out to persuade industry of 
the benefits; it is in the forwarder’s interests to do so. 

Mmimising delivery delays 

2.42 The edc has already drawn attention in Delivering the goods to the importance 

of meeting dehvery dates. It was suggested that it was important to monitor delays to the 
goods while en route to the consignee, so as to assist taking avoiding action where 
possible and in keeping the customer in touch with progress. Monitoring entails 
an established pattern of reporting at various points where the progress of the cargo 
can be checked, eg at loading port (or point), discharging port etc. The exporter can either 
agree procedures with the carrier or devise arrangements using his own staff in the 
UK and abroad, possibly his sales agent or subsidiary in the country of import; 
or else go to the forwarder to do this for him. 

2.43 However, we believe forwarders are not in general doing all they can to offer 

such services. They claim that their involvement with the cargo does not stop with seeing 
it loaded on the ship or aircraft, but that when employed as a through-transport 
organiser their responsibility extends to seeing that the cargo is delivered to the consignee, 
or to his agent, at the appropriate point in the chain. However, in practice this often 
means no more than that forwarders seek what in their judgment is the best method of 



♦ Delivering the goods (1968 nedo free). 

♦♦ Through transport to Europe (1966 HMSO 9s). 
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transport and then rely on the carriers’ advertised or declared schedules to get the cargo 
delivered at the promised time. Only when consignees discover that the goods have 
not arrived is action taken to discover where delay has occurred. Forwarders 
are well placed to offer a better service than this. The links they have with overseas 
forwarders, through subsidiary, affiliated or correspondent offices, give them an immensely 
strong organisational basis on which to offer a supervisory network geared to seeing 
not only that the most appropriate combination of carriers is selected and integrated 
but that the movement schedule is being adhered to, and if not, that corrective action is 
being taken. Therefore we think that forwarders should be more active in developing 
monitoring systems, and in demonstrating their value to exporters. If nothing else, 
some goodwill could be saved for exporters who could advise their customers that 
expected delivery dates might be threatened. Forwarders would also be far better 
informed in selecting the efficient and reliable carriers. 

Marketing 

2.44 It is evident that if the forwarder is to prosper he must become properly 
marketing-orientated. Hitherto he has tended to see his marketing function as one of 
selling to win business from other forwarders. This may be a necessary activity but, of 
itself, does not increase the size of the market. It is important for the forwarders 
(and the Institute on their behalf) to pursue policies which will have the effect of 
expanding the total market for their services. This they can do by making exporters and 
importers more aware of their ability to offer a comprehensive service as selectors of the 
best method of transport, as specialists in the techniques of delivered price selling 
and as monitors of the delivery system helping to get the goods to their destination on 
time. There may be other ways in which the market can be expanded, and research 
may be needed to establish this. Particularly the forwarders could give prominence 
to their ability to offer a complete service for the smaller exporters and importers, 
and in effect become their export distribution department. 

Recommendations 

2.1 HMG should seek to ease the restrictions imposed by the us authorities on uk 
forwarders operating in the us air freight market (2.14). 

2.2 The Institute and, through it, forwarders should participate fully in the development 
of future computer systems for transmitting data relating to import and export 
consignments (2.23-24). 

2.3 Forwarders should examine their office procedures to see if the speed and 
accuracy of document preparation and transfer could be improved, in particular by 
making use of: 

a) JLCD aligned documents 

b) Telex, Datel and other high speed document preparation and communication 
equipment (2.25-28). 

2.4 Forwarders should examine the organisation of their staff, and their methods of 
training and work to see if errors in, and delays to, Customs documentation can be 
minimised (2.29). 

2.5 Forwarders should examine how best to introduce extended hours of work to match 
the ebb and flow of cargo (2.30). 

2.6 Exporters can make more use of forwarders to develop a delivered price 
selling strategy (2.39-41). 

2.7 Forwarders should give greater encouragement and help to exporters to sell on 
a delivered price basis (2.39-41). 

2.8 Meeting delivery dates is vital; forwarders should develop monitoring systems 
so that cargo delays can be rapidly detected and corrective action taken 
(2.42-45). 

2.9 Forwarders, and the Institute on their behalf, should pursue policies designed 

to expand the market for their services, making exporters and importers more aware of 
their ability to offer a comprehensive service (2.44). 
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3 The forwarders' client 



3.1 Whether or not to use a forwarder for one or more of the services he offers 
depends upon a variety of factors; the relative costing of the forwarder service, set 
against the direct costs to the shipper of doing the work himself, may often assume 
over-large importance. We beheve that in making his evaluation, a shipper must be on his 
guard to give full weight to several, perhaps less obvious, factors which stem from 

the nature of his business — eg the number of consignments a year, and the number of 
markets served, whether sales are to overseas subsidiaries or sales agents, or direct to 
consumers, and whether the nature of the business is cyclical; these factors may 
result in staff being under-employed at certain times, and may affect the amount 
of knowledge and control which can be applied to shipments. In making a decision 
whether or not to retain responsibility for transport documentation etc himself, the 
exporter must ask himself whether his staff would have the time and resources to become 
expert, not only in handling documentation, but also in transport costing through 
to destination, route and mode evaluation, and whether they could keep abreast of 
changes in Customs and other governmental requirements, both in the uk and abroad, and 
have current knowledge of alternative routes in the event of disruption and delay 
to those usually employed, and also of less obvious routings which offer savings 
eg use of non-conference lines, or transhipment through a Continental port. 

3.2 If the exporter decides to employ the services of a forwarder, there may be 
considerable merit in his developing a close working relationship with one forwarder who 
can provide the appropriate specialisations that are needed by the exporter. Without 
such a relationship it is unlikely that the exporter will be able to obtain from the 
forwarder the advisory services by which overseas transport and distribution can be 
given their correct place in the marketing and production structure of the firm as outlined 
in the next paragraph. A firm which deals with a number of forwarders at arms length 
is unhkely to achieve an integrated approach to export distribution, unless its own 
export transport department is of a high cahbre and occupies an important place within 
the structure of the firm. 

3.3 Thus where the exporter has decided to work through one principal forwarder we 
believe he should seek the forwarder’s advice, as a matter of routine, at all stages of 
export distribution planning, not only on specific matters relating to individual 
consignments, but in a more general way, starting with the development of overseas 
marketing strategy. Transport considerations can effect, amongst other things, the terms 
of sale, the units of sale, methods of packing (and packaging) and even the design of 
the product. The professional exporter does not leave these matters to chance. 

The forwarder is, or should be, well suited to assist exporters, particularly the many 
smaller ones, to achieve the cost savings and customer satisfaction arising from 
planning their export effort within a total framework. If the forwarder is regarded purely 
as an executant of decisions taken earher by those less familiar with the intricacies of 
export distribution, as we suspect happens in many cases, his knowledge is not being 
used properly, to the detriment of the exporter and the forwarder. 

3.4 Not all forwarders wfil be able to respond to the exporter’s and importer’s needs 
in this way. Nevertheless, as we have observed in Chapter 2, we think it should be the 
forwarders’ objective to provide such a service, and we think that importers and 
exporters should be discriminating and rigorous in the standards which they 
should expect, and be prepared to pay for. 

3.5 We believe it would be helpful to exporters and importers, if the Institute 

were to publish a comprehensive directory of forwarders, indicating particular market, 
transport, product and other services in which individual forwarders specialise. 
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Recommendations 

3.1 In deciding on cost grounds whether or not to use a forwarder, exporters 

and importers should take into account the costs to the firm of having the resources to 
become fully proficient in all matters of import and export distribution. (3.1). 

3.2 Exporters would be well advised to develop a close working relationship with 

one forwarder with whom an integrated approach to export distribution can be worked 
up. (3.2-3). 

3.3 In choosing a forwarder, exporters should have regard to matching the speciafisms 
offered by forwarders to their own product and market requirements. (3.2). 

3.4 The Institute should publish a directory of forwarders. (3.4). 






Printed image digitised by the University of Southampton Library Digitisation Unit 



4 The forwarder's contract and liability 



4.1 In this chapter we discuss the forwarder’s contract, comment on liability insurance 
and then discuss certain changes which are taking place in the legal framework under 
which goods are carried internationally, noting the effect this may have on 
forwarders. Although we have attempted to set out the situation as we see it, this is 

a complex subject and it would be inappropriate in this report to discuss it with 
legal precision. 

4.2 A forwarder may be, as the circumstances warrant, either an agent or a principal, 
and often, apparently, a combination of both. As an agent of the shipper or consignee, 
the forwarder will arrange with others for the provision of services. As a 

principal he will accept goods for delivery to a port or overseas consignee. At times 
he will appear to be an agent, but may entrust his client’s goods to another contractor, 
eg a road haulier, with whom his client has no contractual relationship. 

Forwarding liability 

4.3 The liability for the goods entrusted to the forwarder’s care has in the UK been 
principally determined by the standard contractual form drawn up by the Institute, 
although individual firms may introduce variations from the standard form. 

Where the forwarder is at risk, the quantum of the forwarder’s liability is fixed at the 
value of the goods, but this is generally limited to a rate of £100 per ton (only 
recently raised from £50 per ton). The extent of liability is curtailed in a number of ways. 
For instance, no liability is accepted for damage resulting from failure, short of 
wilful neglect or default, to carry out instructions. Loss or damage arising while the 
goods are not in the actual custody and control of the firm are excluded; and 
even while they are in the forwarder’s custody, unless it can be proved that loss or 
damage was due to wilful neglect or default by the forwarder, liability is excluded. The 
client is liable for all payments and fines levied by ‘the authorities at any port or 
place’ in connection with the goods which may be incurred by the forwarder. The client 
is required to indemnify the forwarder against all claims made against him by third 
parties arising from implementation of the contract. 

4.4 When loss or damage occurs to the goods while they are in the hands of a sub- 
contractor to whom the forwarder has entrusted them, in practice the forwarder sometimes 
enforces on his client’s behalf, or enables the client to do so himself, any claim under 

the sub-contract so that his client may obtain the benefit of the terms of that 
contract. The Institute’s model bill of lading provides specifically for this, but a similar 
provision is not contained in the Institute’s standard conditions. There may be 
circumstances where this would be warranted and we suggest the Institute should consider 
adding such a clause. 

4.5 Unlike many other standard contracts in commerce, the forwarder’s standard 
contract makes no provision for arbitration in the case of dispute. Such a provision can 
lead to the avoidance of time-consuming and expensive litigation. We think the 
Institute should look at this also. 

4.6 Although the client will usually be protected for loss or damage to his goods by 
cargo insurance, he may discover that circumstances atise which fall outside either the 
express terms of the forwarder’s liability or the cover afforded him by his cargo 
insurance. The forwarder is often in a position where his acts or omissions will not be 
directed towards physical loss or damage of the goods but, because of his function of 
procuring transport and attending to documentation, he may make a mistake 

which leads to additional expense or delay for his client. Typical examples of loss which 
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might be uninsured, and perhaps not fully recoverable from the forwarder, could be 
the loss caused by delay due to the goods being despatched by the forwarder to the wrong 
destination or by inaccurate compilation of a Customs form. In both cases the 
forwarder might be able to resist a claim, which would in any case be limited to a rate 
of £100 per ton, on the grounds that the loss sulfered was not caused by wilful 
negligence or default. 

4.7 It should not be thought that forwarders are alone in setting out to confine the 
extent of their liability; shipowners also restrict their liability fairly tightly. But by 
contrast the responsibility placed upon carriers under the cmr convention for the 
international carriage of goods by road is strict. Without detailed study, it would be 
wrong necessarily to suggest that forwarders are very much more defensive than some 
others in transport in the extent of their acceptance of liability. Nevertheless, 
forwarders have a low limit of liability compared to that of many direct carriers, eg by 
sea, the Brussels protocol to the Hague Rules (yet to be ratified by the uk) provides 
for a limit of £276 per package or £842 per ton, whichever is the greater (as against the 
current Hague Rules, as modified by the Gold Clause Agreement, limit of £200 

per package); by road, the cmr convention allows £3,500 per ton; by rail, the ciM 
convention £14,000; and by air, the Warsaw Convention £6,900 per ton. This is not to 
suggest that there is any particular virtue in the very much higher figures. The 
siTPRO Committee has observed that the practice of fixing high monetary limits for 
carriers’ liability, which may often be substantially in excess of the average value of cargo 
carried, leads to added costs since it is customary both for shippers to insure their 
goods and for carriers to insure their liability. The result is dual insurance for which 
the shipper must pay both directly and, to some extent, indirectly. Nonetheless, the level 
at which minimum liability is set should, in principle, be one at which the carrier or 
forwarder is involved directly in ensuring that the cargo is properly and diligently 
handled and controlled. 

4.8 It could be argued that the narrow definition of liability both as to amount, and 
more particularly as to extent, has not enhanced the standing of the forwarder. 

The Association of British Chambers of Commerce have pointed out to us the inadequacy 
of the arrangements. Clearly the competence and standing of the forwarder are the 
client’s primary concern in deciding whether to do business with him. Forwarders also 
may weU maintain that shippers have contracted in the past, and still are contracting, 
with them on the present contractual basis. Nevertheless, the small print on the back of 
the document usually is not meaningful until something goes wrong. Forwarders, 
in order to retain their clients’ custom, may often make payment ex gratia. Small 
shippers in a less powerful bargaining position than the larger shipper with a good 
volume of business may be left with no, or limited, recourse for compensation 
for the forwarder’s mistakes. The alternative is to take legal action on the basis, for 
instance, that an agent owes a general duty of care and that the errors complained of 
amount to a fundamental breach of contract. 

4.9 On the other hand, forwarders maintain that by the nature of their work there can 
sometimes be disagreement as to whether the course of action they have followed 

was free from fault. This may arise quite simply because the forwarder may have had to 
act on his own initiative, eg in deciding to re-route a consignment or, with the 
benefit of hindsight, has not acted as efficiently as he might have done. To preserve 
their freedom of action, not least in the general interests of keeping flexibility in the use 
of the transport system, they consider they need some protection from litigation. 
Furthermore it is contended that the level of forwarders’ remuneration is such that it 
would not support, without a sharp increase, the acceptance of a higher level of 
liabihty. In justification of their requiring to be indemnified by their clients in respect of 
claims made upon them by other parties, forwarders point to the difficulty of ensuring that 
they have an adequate defence should they be held responsible for loss or damage 
to the gQods by someone other than the person with whom they first contracted. In such 
an instance the forwarder does not have the benefit of the standard trading 
conditions. This situation can arise simply because ownership of the goods can change 
during the course of the journey. 
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4.10 Without entirely accepting these arguments, we see the force of them. The 
solution may lie, first, in the development of a form of liability insurance to supplement 
the standard contract which is discussed below. Failing the implementation of such a 
liability insurance, then we think the present situation seems severe and arbitrary, 
possibly unjust and certainly unsatisfactory. Forwarders should set a quantum level which 
is higher than the present one of £100 per ton and more in line with the average 

value of cargo under their care, perhaps to the levels obtaining under the Brussels 
protocol to the Hague Rules. Furthermore, we think the forwarders should look 
closely at the extent to which they exclude their liability for negligence; particularly for 
failing to carry out instructions correctly. 

4.11 Secondly, reverting to the question of upholding the forwarders’ contract against 
aU-comers, we believe- the Institute could take the lead by agreeing the basis for 
forwarders’ liability with representative organisations in the uk of shippers and 
shipowners. It should then seek to promote through the International Association of 
Forwarding Agents’ Organisations (hata), an international convention unifying 
forwarders’ liability world wide. The forwarders’ contract could then, just like the Hague 

, Convention and others, have the force of law. We see this step as another of the many 
moves now being taken to harmonise private international law, thus helping to remove 
legal uncertainty and conflict. Moreover, it would provide the fundamental basis for the 
adoption of an international forwarders’ liability insurance. 

Liability insurance 

4.12 We have taken note of the system which prevails universally in Western Germany, 
where it is known as the svs/rvs insurance, in Austria and more recently in Belgium, 
whereby the forwarder’s contractual liabihty is supplemented by an insurance. We 
believe that there are arrangements in Scandinavia which are similar in some respects, 
while efforts to introduce it are taking place in France, Switzerland, Italy and the 
Netherlands. 

4.13 In Germany the forwarder contracts under standard conditions. These appear 

to be far more universally employed than in this country where forwarders may opt to 
vary their use of, or disregard, the Institute’s conditions. As in the uk, the forwarder’s 
liability is limited to acts or omissions which he and his staff may make or for 
which he may be responsible. Except where goods are stolen or misapplied through 
fraud or embezzlement by the forwarder or his staff, when a higher hability applies, the 
quantum is fixed at dm 1.5 per kg but totally limited to dm 1500 (about £170) per 
consignment. However, the forwarder also offers his chent an optional insurance which 
provides extended cover in respect of negligence by the forwarder; claims are lodged 
by the chent direct with the insurers. A translation of the German forwarders’ 
trading conditions and the terms of the svs/rvs insurance is available from nedo, 
price £1. 

4.14 The insurance is in two parts, svs which covers professional forwarding, and Rvs 
which covers the habihty of forwarders when they are performing terminal 

pick-up and dehvery services in Western Germany. The svs poHcy is designed to cover the 
forwarder’s chent against a wide range of specified risks, some of which the forwarder 
may have contracted to avoid; where the forwarder has accepted habihty but has 
limited the amoimt of compensation, the insurance also covers the excess (but 
depending on the amount of cover taken out). The cover is directed towards the acts 
of the forwarder as an agent, and not only the forwarder immediately employed by the 
chent, but any further forwarders who may be involved as sub-contractors, both 
in Germany and in most other European countries, including the uk. 

Examples of the risks covered are: 

a) selection of the wrong method of transport 

b) failure to notify the consignor/consignee 

c) forwarding to the wrong address 

d) omission or failure in connection with a cod service 

e) failure to remove marks of origin 
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f) non-compliance with instructions for Customs clearance or import export 
procedures 

g) insufficiencies in sampling and weighing or checking of quantities 

h) faulty arrangement, or failure to effect, transport, tire and theft insurance 

i) total or partial loss or damage to the goods not normally covered by other 
insurances, and where this has occurred by fault of the forwarder 

j) loss or damage arising during unexpected storage in transit because of transport 
delays. The svs policy however does not apply to risks which are normally covered under a 
transport insurance. 

4.15 Examples of the claims which have been met under the insurance are higher 
freight charges resulting where consignments were sent to the wrong port; the cost 
of goods missing surface connections and having to be sent by air; and loss from a 
misdescription on a bill of lading. Claims for delays arising from negligence which 
may involve loss of business, inability to sell goods at the expected market price, or 
added storage charges also have been met. Cover is given for misdeclarations, 

or failure to comply with Customs instructions leading to higher duties or fines. 

4.16 Under the German system this form of liability insurance is automatically charged 
to the forwarder’s client, except where the client has expressly indicated that he does 
not require it, being content to rely on the forwarder’s contractual liability. The charge for 
the insurance is dm 0.50 (about Is 2d ), for each dm 4000 (about £460) of cover. 

Cover is limited to dm 400,000 (£46,000) per consignment. The premium for the 
Rvs (or cartage) policy is dm 0.20 (about 6d) and if the forwarder is required to 
perform cartage operations and the rvs policy taken out, the svs premium is reduced to 
DM 0.30 (about 8d) per dm 4000 of cover. The svs policy can also be extended, on payment 
of a further premium, to cover risks while the forwarder is storing the goods. 

The forwarder is obliged by the insurers, who are a consortium of leading German 
insurance companies, to reimburse them in respect of 10 per cent of each successful claim, 
but with a limit of dm 300 (£34) plus a service charge of dm 10 (about £1) in respect 
of each claim. Reimbursement is required in full if inter alia the loss arose through 
substantial deficiencies in the forwarder’s methods of operation which the insurers had 
already pointed out to the forwarder. 

4.17 From enquiries we have made, we understand that the scheme works well 

in practice, that claims are promptly settled, (under svs and rvs together settlements 
exceed 100,000 a year), and that less than 20 per cent of shippers contract out of paying the 
premium. The system, which has been in operation since 1927, was only introduced 
following consultations and agreement between forwarders and the German 
equivalent of the cbi, the Chambers of Commerce and the distributive trades ; this 
agreement and consultation are stiH maintained. 

4.18 There has been considerable international interest in the German system. 

FiATA has attempted to introduce an international forwarders’ insurance modelled on 
the German example. This attempt has not been successful principally because of the 
differing legal and contractual conditions under which forwarders work in various 
countries. The German system must be judged against the legal environment in 
which German forwarders work. Under the pattern of German law the express terms 
of the forwarders contract have probably a greater validity than in this country 
where courts require clauses limiting liability to be strictly proved. Without this 
insurance, the client of the German forwarder would, therefore be at greater risk than he 
would be in this country. 

4.19 Nevertheless, we consider that this system has much to commend it. It covers a 
wide area where at present the forwarder’s client is largely at risk. Hence it does not tend 
to duphcate the existing run of insurances. Moreover* while there is a case for the 
forwarders to widen the amount and scope of their contractual Hability, as we 

have already observed, we recognise that there are certain disadvantages entailed 
in so doing. At present some forwarders do take out various forms of liability policy. 
Because a forwarder’s habihty is primarily restricted under his standard contract, 
however, it is probably much more common for a forwarder to bear the risk himself, 
since in the present competitive climate forwarders are loath to add to their fixed costs. 
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4.20 Should, however, the forwarder’s liabihty in respect of his traditional forwarding 
function be increased substantially beyond that now obtaining, forwarders would be more 
likely to consider the risks sufficiently large for it to be prudent to take out liability 
cover; in this event, the costs would inevitably have to be recouped in some measure from 
the client. The alternative approach of adopting an insurance which is optional to the 
forwarder’s cHent has the immediate advantage that the client can choose whether 

he is prepared to take the risk himself or to pay the forwarder’s increased charges. The 
option would also assist the forwarder in selling the idea to his clients; this 
would help to counter the obvious, but not necessarily valid, reaction that the client 
was being charged extra by the forwarder in order to protect himself against the 
forwarder’s negligence. 

4.21 An important consideration is the possible risk to the exporter should there be 
some failure in connection with a cod service. The sitpro Committee have recommended 
that this should be more widely used. The financial stability of the forwarder, especially 
if he is to be increasingly entrusted with this service, could in consequence become 
more critical to the exporter. An svs type insurance could provide the necessary assurance. 

4.22 A liability insurance scheme needs to be carefully devised so that the forwarder 
himself is not protected to such an extent that he has no immediate financial 
inducement to avoid negligence. The German scheme provides for a standard premium, 
irrespective of which forwarder is used. This is probably the most sensible approach 

as far as both client and forwarder are concerned, provided the requirement for the 
forwarder to reimburse the insurers is sufficient to provide the inducement to maintain 
diligence. Furthermore, the insurance cover must not be interpreted too narrowly 
if the forwarder is not to lose goodwill by a fine view being taken in specific cases of what 
risks are covered. The Germans provide for arbitration in most cases of dispute. 

4.23 The scheme may also offer the forwarder the great merit of strengthening the 
legal validity of his contract. There have been cases where the courts have set aside the 
limitations in the contract, on such grounds as that insufficient notice of them 

had been given the client. On both equitable and legal grounds the courts may be less 
prepared to do this if the client has in effect to exercise the option of entering 
into a forwarding contract at his own, or at the forwarder’s risk. 

4.24 There would be considerable merit in developing reciprocal arrangements with the 
schemes already operating in other countries, so as eventually to facilitate a fully 
international system throng fiata. 

Through-transport 

4.25 Through-transport, welding together the various components of an international 
journey, makes the traditional forwarder’s ‘agency type’ contract and house bill of lading 
appear out of step with the operation of a through combined transport service. The 
house bill, like a steamship company’s bill of lading, is evidence of a contract of 
carriage. However, at present the forwarder does not contract to undertake the carriage, 
but to arrange the carriage of the goods listed in the bill. The forwarder accepts no 
liability for loss or damage by carriers and his client agrees to be bound by the terms and 
conditions of the sub-contracting carriers. Thus the forwarder does not present himself 
to his client as legally responsible for the safe and certain carriage of goods. 

Instead the client (or his insurers) must seek redress from whichever carrier or other 
third party he can prove responsible, unless of course the loss or damage arose while the 
goods were in the custody of the forwarder. 

4.26 Because there is a variety of different contracts, nationally and internationally, 

for the various methods of carrying goods; because in combined transport services several 
of these contracts could apply in turn for the same journey and because the traditional 
steamship company’s bill of lading is on a port-to-port basis, recent international 
discussions on liability in combined transport have taken place which culminated in two 
round table meetings in Rome. These achieved a very wide measure of agreement 
on a draft convention (Convention sur le transport international combine de 
marchandises or tcm Convention) which should provide a widely understood basis for 
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combined transport contracts. The draft convention covers breakbulk and palletised 
cargo as well as container traffic and should lead in due course, and after a 
diplomatic conference, to a new international convention on combined transport. 

When goods are carried in containers it is often impossible to ascertain at which point 
loss or damage occurred; thus the convention makes the combined transport operator 
(cTo) directly liable for loss or damage to the goods occurring whilst they are his 
responsibility throughout the carriage from consignor to consignee, subject to 
certain exceptions set out in the convention. If, however, it can be proved where the loss 
or damage occurred, liability will be determined in accordance with the appropriate 
convention or national law (the so-called ‘network system’). The primary monetary 
level of liability under the draft convention has yet to be tixed. It is important to note 
that the draft convention is not mandatory; it will only be adopted for the combined 
transport contract with the agreement of both shipper and cto, and evidenced by 
the issue of a document entitled Combined transport document governed by the tcm 
convention. The document may be either a negotiable document giving legal title 
to goods or a simple receipt for direct delivery to a named consignee. 

4.27 This convention takes its place amongst the other pressures which are bringing 
changes to the forwarding industry; in the future, forwarders, who as combined transport 
operators issue documents subject to the tcm Convention, will have to accept a much 
more extensive and a higher financial level of liability for cargo than they have 

done hitherto. This will occur whether the cto forwarder is directly undertaking 
the physical carriage of goods from consignor to consignee or is delegating either 
the whole or any part of the carriage to a carrier sub-contractor. In consequence, 
more attention will be paid to the financial status of the forwarder issuing a document 
subject to the convention, particularly a negotiable document of title. At present 
forwarders’ house bills of lading do not have the same standing as steamship 
companies’ bills of lading. They are not accepted by banks as documents of title, 
or for the purpose of documentary credits unless specifically authorised by the 
importer. This stems partly from the fact that forwarders have not had in the past the 
financial standing of many steamship companies. The sitpro Committee have 
commented that provided a forwarder accepts responsibihty as a combined operator and 
has arranged suitable liabilfiy insurance, his bills of lading should be accepted by 
banks under the Uniform Customs and Practice for Documentary Credits* unless the 
banks are specifically requested by the importer to refuse such a document, sitpro 
considered that such a change should follow international agreement on a combined 
transport document. The forwarders, through fiata, are presently preparing a 
combined transport bill of lading** which is closely similar to the tcm Convention and 
is likely to accept a basic liability of £842 per ton, similar to that proposed under the 
Brussels protocol to the Hague Rules and already adopted by some other through- 
transport operators. We have not been able to examine this proposed document, 
but it is to be hoped that in its final form it will not depart from the tcm Convention in 
any material respect. It should be noted that the final article of the convention prevents 
any partial adoption. We understand that national forwarding trade associations 
are to be asked to recommend those forwarders eligible to issue such documents. 

This will present an immediate problem for the uk Institute. Alternative courses which the 
Institute might consider are the estabhshment of a common fund, contributed or 
guaranteed by members, or investigating the financial standing of member firms. 

Whatever course is adopted should be in consultation with the banks and insurers. 

4.28 Nevertheless, it is by no means certain that forwarders will generally be 
contracting on the basis of the tcm Convention and issuing documents subject to it, 

in lieu of those they issue now. Whether or not they will is dependent on the wishes of 
shippers (and their bankers and insurers) particularly for documents of title issued 
under the convention, and in general for the benefit of the greater liability and 
simplicity offered by the convention. It should be noted that whether or not the 
TCM Convention is incorporated into the forwarders’ through contract, a number of 

* Issued by the International Chamber of Commerce and accepted by many countries, including the uk, 
as working guidelines for documentary credit practice. 

*♦ Now agreed by fiata and available for adoption by member countries. 
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clauses in the traditional forwarders’ ‘agency type’ contract will often still be relevant in a 
througb“transport operation, since the convention is generally concerned with loss 
or damage resulting from the carriage of goods, and not with loss to the consignor arising 
from the mistakes of the forwarder in his capacity as a forwarder, such as failure to 
comply correctly with instructions in connection with Customs clearance or arrangements 
for insurance cover. 



IFF 

IFF 

British Shippers’ 
Council 
Chamber of Shipping 

IFF 



IFF 



Recommendations 

4.1 The Institute should consider adding to the forwarders’ standard trading 
conditions clauses providing for a system of arbitration in cases of dispute. (4.5). 

4.2 The Institute should consider, in consultation with the British Shippers Council, 
the Chamber of Shipping and other interested parties, the reformulation of the forwarders’ 
standard trading conditions, with the intention of working, through fiata, towards 

an internationally agreed convention on the subject. (4.11). 

4.3 The Institute, on behalf of forwarders, should consider the introduction of an 
optional insurance akin to the German svs system to supplement the liability 
accepted under the forwarders’ standard trading conditions. (4.12-24). 

4.4 The Institute should consider methods of providing adequate backing or guarantees, 
so that forwarders’ combined transport documents are acceptable to banks and 
insurers. (4.27). 
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5 



Training 



Introduction 

5.1 Training can take a variety of forms. It can be in respect of preparation for the 
Institute’s professional examinations and also in the field of managerial expertise. 
Additionally, it can be provided for clerical staff, particularly for young entrants at the 
commencement of their careers, by way of industry-wide courses, in-company courses and 
actually on-the-job. 

Present methods of training 

The Institute of Freight Forwarders 

5.2 The Institute’s historic ‘training’ function (which has been unaltered by the new 
constitution and change of name) has been to set examinations for those wishing to 
become Institute members and to arrange occasional lectures. To be an associate member, 
the Institute’s examination has to be passed (together with the requirement that the 
applicant must have been engaged in forwarding at least three years prior to his 
application). However, to become fellows, persons are expected to, but need not, pass the 
examination and must have been continuously engaged in forwarding for at least six 
years immediately prior to application, and of this one year at least as a principal, 
director or senior executive. No significant change has been introduced in these 
requirements in the new constitution. The examination syllabus covers commercial 
geography, commerce, commercial law, organization and finance of international trade, 
cargo insurance, law of carriage and forwarding practice. The present membership 

is about 1000 fellows, 750 associates and 400 ordinary members. In 1969 some 50 people 
completed the examination, although probably half of these were students from overseas. 

5-3 The Institute has lately begun to broaden its training activities. At a level below the 
membership examination, with the assistance of hm Customs, courses for entry clerks are 
being run on Customs import entry procedure. The first full-scale course, in 
London, and run as a pilot study, was in March 1970, and took the form of an 8-week 
course, half a day per week, with a test at the end. In the light of experience gained, 
it is hoped to run further courses in London and at the principal ports. There had already 
been a less ambitious course on the same lines run in Scotland by hm Customs 
and a local Institute branch. The demand for the initial course substantially exceeded 
the number of places; this seems to demonstrate that an important gap in the 
existing training facilities is being met. 

5.4 At the higher level of training, the Institute has announced its intention to organize 

a series of training courses for senior personnel. The first of these was in March 1970, a 
one-day serninar on marketing. These seminars and training courses have been planned 
with an eye on the inclusion of forwarders under the Industrial Training Act. A 
major airHne has been discussing with the Institute the introduction of a series of 
courses for forwarders on the total distribution concept. 

International training 

5.5 Since 1969, mTA has operated an international trainee exchange programme. 
Essentially fiata lays down a specification that the training should foUow, such as that 
training should be designed to enable the trainee to obtain a broad general knowledge of 
the profession in the host coimtry, that the stay there should last at least a'year, and 

that he should be paid a salary not less than local nationals would receive for similar work. 
Trainees must already be practically experienced and qualified in their own countries. 
PLATA then acts as a clearing house in the operation of the programme, working throu^ 
national forwarding organizatipns. Although as yet no uk trainees have taken advantage 

29 



Printed image digitised by the University of Southampton Library Digitisation Unit 



of this, UK forwarders have for many years sent their more promising youngsters to 
fir ms overseas for farther study. Nevertheless, forwarders report a general lack of 
willingness on the part of trainees (particularly because of the lack of appropriate 
language experience) to avail themselves of these opportunities. 

Other training 

5.6 Many of the larger forwarders operate some form of in-company training for their 
clerical and management staff. One firm, and this may be repeated elsewhere, has 
instituted a system of 3 month courses, consisting of twice weekly lectures during 
office hours, on the more theoretical aspects of forwarding, coupled with visits to 
cargo handling operations both within and outside the company. This course is 
complementary to on-the-job training, and to spare time studies for the Institute 
qualifications. Generally, however, forwarders learn on-the-job. 

Training in other countries 

5.7 Although we have not investigated generally how forwarder training is carried 
out in other coimtries, we have looked at what is done in Germany and Switzerland, 
whose forwarders’ reputation is high internationally. In Germany, young forwarders are 
apprenticed for a period of about three years and attend the local professional college 
part-time. Remuneration during this period is low, at between £200 and £270 

a year. A written and oral examination has to be taken at the end of the apprenticeship. 
Salaries of staff are subsequently determined by their having qualified in these 
examinations. This approach to training is the general practice in most trades and 
professions and is not unique to forwarders. However, German forwarders find the 
increasing demands from industry and commerce for good staff are now making it 
increasingly difficult for them to recruit apprentices. 

5.9 A similar system operates in Switzerland, but again labour market pressures have 
resulted in its not longer being necessary to complete an apprenticeship in order to get 
a decent job, and training courses suffer from lack of support. The desire of Swiss 
trainees to undertake further training abroad, which is restricted to those who have 
successfully completed their apprenticeships, still provides a strong incentive 

for the brighter youngsters to undertake this method of entry to the industry. 

Systematic training 

5.10 It is clear from the foregoing that great attention has not been paid in this 
country to formal training. There is a variety of reasons. Many young entrants to the 
industry (and this is common to many other forms of clerical work) are uninterested in 
spare time study, and are often not of the calibre to be successful in the professional 
Institute examinations. Many forwarding firms are too small for proper in-company 
training courses to be run and therefore training in such firms will be on-the-job and as a 
result probably limited in scope. Alternatively, such firms may try to rely on recruiting 
staff previously trained in larger firms. An important stimulus to raising the 
standard of training, and hence, competence, within forwarding could be provided 

by industrial training. 

5.11 At present, the principal activities of forwarders have not been brought within 
the scope of an Industrial Training Board, although some forwarding firms, on 
account of their activities, are within the scope of a Board covering those activities, eg 
Road Transport. Proposals were announced early in 1970 to establish an Industrial 
Training Board for Banking, Insurance and Finance, and it was proposed that forwarders 
should come within the scope of this Board. However, the new Government have 
deferred action to set up this Board pending a general review of the working of 
Industrial Training Boards as a whole- 

5.12 In the expectation that forwarders would be brought within the scope of an 
Industrial Training Board, we gave consideration to the way in which it was proposed 
that this should come about. Consultations took place between the Institute and the 
Department of Employment. In view of the general lack of organized trading amongst 
forwarding firms, and failing any concerted action within the 
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industry to bring this about, we would favour the inclusion of forwarders under the 
scheme, believing this would assist systematic trading in the industry. However, 
we had some reservations about the arrangements that were proposed. These arose partly 
because of the structure of the forwarding industry and partly because of the widespread 
nature of the industries to be included under the ‘City its’. 

5.13 The majority of firms in the industry are small, although we cannot estimate 

how small. In some industries, small firms with few employees have been left outside the 
operation of their Boards’ levy/grant system, but even so, there has been some discontent 
about the way in which the Industrial Training Act had applied to small fibms. The cbi, 
in evidence to the Bolton Committee, set up to examine the problems of the small firm, 
highlighted a number of difficulties which have been encountered by some firms in some 
industries. Although Boards are now very conscious of these difficulties and are 
attempting to alleviate them, by, for instance, paying grants for on-the-job training, 
promoting group training and paying rates of levy which differentiate between big and 
small firms, we foresaw difficulties in applying some parts of such a scheme to 
forwarders. 

5.14 The proposals for the ‘City rra’, were that it should embrace a wide range of 
activities, such as stockbroking, hire purchase, commodity dealing. In this situation, we 
had some fears that it could prove difldcult for the itb to deal effectively, at least in the 
early stages, with the particular training needs of the forwarding industry, and to 
ensure that broadly the levy paid by forwarders was returned to them, without there 
being any element of cross subsidization with other activities covered by the itb. 

We, therefore, urged, and still do should the City itb be set up in the form earher 
proposed, that the itb should realise the value of working closely with the Institute in 
ensuring that training was well directed to the particular needs of forwarding. 

Moreover, we believe the Institute could play an important role on behalf of the 
forwarders, by establishing information about the size of individual firms, type of staff 
employed and on what tasks, levels of qualifications, and what the training priorities are. 

5.15 Given that Government is reviewing the operation of Industrial Training, we 
suggest that examination should be given to applying a more flexible system of traimng 
to small firms in small industries, such as forwarding. A possible method may be for 
training schemes to be formulated by a special committee of the Industrial Training 
Board in conjunction with the Institute calling, where necessary, on the advice and 
experience of the Department of Employment. In this way, administrative expenses 
could be kept low, training could be geared directly to the needs of the industry 

and the levy paid by the forwarders directly apphed for their benefit. 

Conclusion 

5.16 It is generally accepted that the increasing technological demands on industry in 
general require better trained staff. If forwarj^ng is to make its contribution to the 
future well-being of the movement of goods in foreign trade, good training at all levels 
of the industry is essential. The strength of forwarding in Germany and Switzerland owes 
much to its training traditions. There are welcome signs that more attention is 
already being paid to this; bringing forwarders within the scope of an Industrial 
Training Board could, and should, be an important re-inforcement. 

Recommendation 

Forwarders 5.1 Increased attention to training is needed; if the industry is brought within 
IFF the scope of an Industrial Training Board, we consider the Board should make 
Department of special arrangements to cater for the needs of the forwarding industry (5.14). 
Employment 
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6 Forwarders' charges 



6.1 Some of those whom we asked to comment on the role of the forwarder criticised 
the level of charges, particularly in relation to the amount and efficiency of work done. 
Some also said that there was a lack of clarity in the way charges were detailed. 

6.2 Competition between forwarders has led to undercutting and has squeezed 
profitabiUty. While criticisms of the level of charges may be justified in individual 
cases, it is pertinent that forwarders’ charges are negotiable, quotations can always 

be sought, and there is no lack of alternative services. If exporters and importers are not 
content with the level of charge or with the standard of service, in the present 
competitive situation the remedy is usually in their hands, although we believe it worth 
stressing that unless the client negotiates a fair price, he is unlikely, in the long run, 
to get the standard of service he wants. The cheapest is not always the best. 

6.3 Equally however it should be remembered that a forwarder’s service is labour 
intensive, and that the preparation and lodging of documents can be time consuming. 
There is moreover the difficulty frequently met in other services and professions of 
attempting to assess a proper and equitable basis for charges, a basis which should reflect 
costs and experience and also bear some relation to demand. 

6.4 It may be that there could be some improvement in the basis on which exporters 

are charged. For instance, the practice of charging a percentage agency fee on sea freight 
may not result in the forwarder’s charges for particular consignments being related 
to his own costs, or to the costs which the exporter might calculate he would have to bear 
were he to do the work himself. Deep sea freight charges usually bear some relation to 
the value of the cargo and the length of the voyage. However to an exporter the 
forwarders’ charges, unlike the carriers’, are avoidable; he may opt to do the work 
himself, iii which case the cost is related to the work done rather than to the value of the 
goods. The basis on which the Institute recommends charges is largely historical 
and to what extent they are in line with present-day costs and demand characteristics we 
cannot say. If the Institute’s system of recommended charges is to make the most 
of the market for the forwarders’ services, we think that there may well be a case for it 
to re-examine the scales in the fight of costs, profitability, and the pattern of demand. 

6.5 At the same time the Institute should give thought to recommending a standard 
nomenclature to describe the various charges in statements and invoices. Many 
clients and forwarders are content, and indeed prefer, that the forwarder’s charges and 
disbursements should be aggregated into one amount. Others may wish for, or need, more 
detailed explanation. For those, unfamiliar with the procedures involved, some lack 

of comprehension may easily occur from the use of phrases such as ‘agency and attendance’, 
‘agency and supervision’, especially when other items implying attendance or supervision 
have also been included elsewhere in the account. Standard nomenclature should 
avoid the use of ambiguous phrases such as ‘Customs clearance’, which could imply 
that it is a charge raised by hm Customs, when in fact it is a charge by the forwarder for 
lodging Customs papers and attending the Customs examination. Where possible 
forwarders should distinguish between those charges which are disbursements 
to a third party on behalf of the client, and those which are for the forwarder’s own 
services, such as the preparation of documents. 

6.6 Lastly, there has been some particular criticism levied at charges made for 
handling small, often personal, consignments. It should be recognised by the public that 
some of the work involved in such consignments may be as complex as that of 

larger consignments, if not more so, and, to the inexperienced, disproportionately high 
fees may appear to be raised, as they often are in relation to the value of the goods. 

32 

Printed image digitised by the University of Southampton Library Digitisation Unit 



Moreover minimiiin charges are often involved, not only those of forwarders, hut 
of carriers also. Although forwarders should naturally be careful to pursue least-cost 
solutions to the handling and transport of such consignments, often it might be cheaper, 
where feasible, for the postal services to be used. 

Selective Employment Tax 

6.7 A further factor adding to forwarders’ costs (and passed on as a direct charge) is 
Selective Employment Tax, for which forwarders, as such, receive no refund 
(although some may be able to do so in respect only of their transport departments). In 
this they are at a competitive disadvantage compared with carriers, such as shipping 
lines, airlines, road hauliers, and also many shippers whose office staff may be at an 
establishment which qualifies for a rebate. We believe it inequitable that taxation 

policy should distort the competition between forwarders and others engaged in similar 
work. 

6.8 Unfortunately there is no simple remedy for this. A reclassification of forwarders 
into an exempt activity would still leave them ineligible to receive a refund, because 
their establishments would be, for the most part, composed mainly of clerical staff. 

Recommendations 

IFF 6.1 The Institute should re-examine the basis of recommended charging scales 

in the light of present day costs, profitability and demand for forwarders’ services (6.4). 

iff 6.2 The Institute should devise a standard nomenclature for charging which avoids 
ambiguity and makes clear the purpose for the charges (6.5). 



33 



Printed image digitised by the University of Southampton Library Digitisation Unit 



7 Regulation of forwarders and the 
role of the Institute 



7.1 In a memorandum to the Working Party, the Institute said: ‘Methods of 
controlling standards of performance have been a subject of close study within the 
profession for many years. Because of the varied nature of so many of the freight 
forwarders’ services, no really satisfactory solution has been found. Nevertheless, it is 
considered important both to protect freight forwarders and those they serve, 

that a suitable means should be found’. 

7.2 We therefore considered whether there is a need for some form of regulation 
(or licensing) of forwarders, either by or under statute, or in some other form. This 
subject has been much discussed by forwarders and others in recent years and it is one on 
which there is a considerable divergence of opinion. Apart from consulting the Institute, 
we sought the views of hm Customs, the Department of Trade and Industry and a number 
of trade associations whose members are closely involved with the activities of 
forwarders. 

Regulatory systems in the UK and abroad 

7.3 It may be helpful to outline what regulation is designed to do and the several 
forms it can take. Statutory regulation of a professional or commercial activity is 
designed primarily to secure standards of performance where the absence of such 
standards would cause serious damage to those dealing with members of the 
profession or trade. In most cases protection is afforded to members of the pubhc as 
consumers, rather than to other commercial enterprises. Obvious examples are the 
medical profession, solicitors, accountants, patent agents, where certain standards are 
administered in pursuance of statutory powers. Administration of these standards 
may be either by a professional body or by an independent or governmental authority. 

7.4 A looser type of regulation, unsupported by statute, but nevertheless designed to 
protect the pubhc (principally against dishonesty but also against inefficiency), is that 
operated by a trade organization on a voluntary basis. Self-imposed regulation 

of this sort is frequently an attempt to placate strong pressures from the public for 
statutory control or is resorted to when a majority of firms believe that a few may 
be trading in such a way as to bring the industry as a whole into disrepute. As in some 
forms of statutory control, a prospective member or company must satisfy certain 
conditions before being admitted to membership and is liable to penalties, 
including expulsion, for failing to meet the standards prescribed by the association. 
Sometimes the members of the association collectively subscribe to a fund by means 
of which the public is indemnified for loss caused by a member. Regulation of this 
type fulfils two purposes, first it is a sign to the public that membership of^he association 
is a general assurance of competence and honesty, and secondly it protects the 
public against the consequences of a failure to meet those standards. 

7.5 In the uk no prescribed regulatory systems attach to forwarding. There is no legal 
restriction on adding the description ‘forwarding’ to a firm’s existing range of activities, 
nor on the freedom of a person to set up as a forwarder, nor on the financial links 

he may have with others involved in the shipment of goods, nor on the standards of 
competence he must observe. There are no requirements either that he should have 
a minimum of capital, or that he should have undergone any training. Anyone may 
clear goods through Customs on behalf of a principal. The limitations on those 
entering the forwarding business are those provided by the market. 

7.6 The Institute, as a professional body, has until now had no real powers to control 
the industry. Membership is voluntary; it has been relatively easy to obtain and 

until recently was open only to individuals and not to companies. Firms do not generally 
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stipulate membership of the Institute as a condition of employment, nor do staff have to 
be qualified in any particular way. There are no specific privileges conferred by 
membership, nor are those who deal with forwarders particularly concerned as to 
whether the firm employs an Institute member. Nevertheless, the Institute claims to have 
achieved some success in improving standards of professional competence in the 
26 years of its existence. 

7.7 Overseas, there is often strict regulation by government of the activities of 
forwarders, both in their functions of transport procurers and documentation 
processors, and also as Customs brokers. Regulation in the usa is particularly strict; 
the us Federal Maritime Commission (fmc) believe that shippers are not capable of 
performing many of the services (documentation and handling) concerned with 
shipping and that, therefore, they need protection against malpractices of forwarders. 

7.8 In general, the four us Government agencies directly concerned with forwarding 
activities examine the past conduct of the applicant for a licence to see how suitable he is, 
and require him to maintain records of all transactions for a period of five years. The 
FMC have strict rules to detemune that the forwarder shall detail his charges to his 
client, and also to ensure that commissions received from steamship companies should be 
earned, and not passed on so as to rebate conference rates. A fuUer description of 

the us systems of regulation is given in Appendix 2. 

7.9 In other countries there is no parallel system of forwarder regulation to that 
operating in the us. However, the Customs broker is frequently subject to control; for 
example in France, the Netherlands, Italy, Australia, Canada, New Zealand 

and South Africa, Customs brokers are licensed. 

7.10 Experience in the United States serves to show that a statutory system of 
regulation which limits the field of activity, although conferring certain benefits, can 
inhibit the freedom of forwarders to adapt and alter to the needs of the market. 

In consequence, the growth of containerisation and through-transport techniques has 
been retarded by the inability of forwarders and others to operate with complete 
freedom in the quotation of through rates and in developing through-transport systems. 
It seems likely that these restrictions will be eased, but only after amending legislation has 
been passed. 

Is statutory regulation needed in the UK 

7.11 Apart from the undesirable effects that regulation might have, as illustrated in the 
previous paragraph, there is a natural dislike of statutory regulation in the uk and 

a desire to use it only as a last resort. To make a case for regulation, it is, therefore, 
necessary to show that there are circumstances, eg malpractices or incompetence, such 
that the public interest can only be adequately protected by a specific statutory 
regulatory system over and above the legal sanctions that are ordinarily available. On 
the assumption that a satisfactory statutory definition of forwarding could be devised, 
and we are somewhat doubtful of this, and also bearing in mind that in the uk 
regulation is usually for the protection of private rather than corporate consumers, we 
examined the arguments for regulation under four headings: General honesty; 
conflict of interest, competence and excessive competition. Also bearing in mind that 
Customs broking is regulated in many countries and because a statutory definition of this 
is reasonably simple, we examined this possibility separately. 

General honesty 

7.12 Of the many organisations that we consulted none mentioned practices which 
could be regarded as dishonest. However, we would not take this as indicative that 
forwarders as a group are necessarily any more virtuous than other groups engaged 

in trade and commerce. We know, for example, that widespread publicity has been given 

on two occasions in recent months to alleged ‘cube cutting’ by forwarders (a 

misdeclaration of measurements of cargo which enable the forwarder to pass on 

to the shipowners less than he was paid by the shipper). But this is no justification for 

branding as dishonest a profession whose business is founded on the basis that 

one of their greatest assets is the honesty and propriety with which they conduct their 

affairs. 
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Conflict of interest 

7.13 It not infrequently happens that a forwarder is controlled by another company 
operating in the transport or other fields from which the forwarder is procuring services 
for his client. There could thus be a conflict of interest. However, we do not believe that 
the situation is such to warrant any interference, for we consider that commercial 
considerations will prevail. It has also proved, for those forwarders involved in such 
links, an important source of capital increasingly needed to keep pace with changing 
conditions. In the enquiry we made of members of the Society of Shipping Executives, we 
found that, on balance, shippers were encouraged to use forwarders with such 

links. However, we consider that disclosure of substantial ties with others engaged in 
fields related to forwarding and transport should assist shippers in evaluating the service 
they may expect of forwarders and that disclosure should be required by the 
Institute as good practice. 

Competence 

7.14 Most of those whom we consulted were critical to some degree, and usually 

in fairly general terms, of the efficiency of forwarders. However, this was no more than is 
usually associated with any service industry or profession. In many cases the criticisms 
did not appear to be justified, but such criticism should be no cause for surprise. 

In their task of preparing documentation and arranging and co-ordinating a transport 
operation, forwarders are at great risk. At any stage a clerical error in any of several 
complex processes may give rise to less than optimal performance. The work 
involves a considerable amount of routine clerical tasks; in common with many other 
sectors of commerce and industiy, forwarders find it difficult to recruit sufficiently 
able staff. 

Excessive competition 

7.15 The freedom of entry into the forwarding business noted in paragraph 7.5 has 
the disadvantages that a new firm’s facilities and staff may not be adequate to serve 
satisfactorily the requirements of importers and exporters, and can give the forwarding 
industry as a whole an undeserved reputation. But it does have the important 
advantage of allowing easy access for new blood, making for innovation, enterprise 
and competition. Many of those we consulted emphasised the need for competition as 
being the best means for stimulating efficiency. In general we agree with this view, 
and doubt whether any arbitrary limitaton of entry would lead of itself to a better 
standard of service. On the other hand, without this limitation there may be a risk of 
excessive competition. But we think that to require specific action to curb this, 

over and above that provided by the market mechanism, there must be the risks 
either of a misuse of resources on a substantial scale, or of a lowering of standards of 
competence against which the forwarder’s client needs protection. On the first 
ground there appears no such risk. On the second, this risk exists but we do not believe 
that statutory regulation is the most appropriate method of guarding against it. 

Customs broking 

7.16 There is no evidence of dishonesty such as to warrant special protection of the 
public, or the public revenue, by means of regulation or licensing of Customs brokers. 
Customs revenue is protected, not only because goods are generally not released 
without payment of duty or a standing deposit being held, but because ultimately the 
importer is hable for the duty. In the last century, for a period of about thirty years, 
under powers given by the Customs Consolidation Act of 1825, Customs licensed agents 
in certain ports. The system was discontinued in 1861, principally because the public 
came to regard a licensed agent as an agent of Customs, and hence expected Customs to 
supervise the agents’ charges and activities in general, hm Customs have recently 
re-examined this idea, and have concluded that, while they would give their support 

to the working of any comprehensive system of regulation touching all aspects of 
the forwarders’ work, they do not favour the simple licensing of Customs agents, with 
the objective of improving the standard of Customs entry work. The advantages 
would be outweighed by disadvantages ; principal amongst these being the diversion 
of resources to administering a licensing system, which might suffer from the same 
defects as the 19th century system. 
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Conclusion 

7.17 It must be a matter of judgment in any particular industry whether the degree of 
damage that can result from inadequately qualified practitioners, or from excessive 
competition is such that statutory measures of regulation are needed. On the facts 
available to us, we unhesitatingly came to the conclusion that we should not 
recommend that such regulation was needed in forwarding at this time. In reaching 
this conclusion, we took particular account of the recent creation of the Institute of 
Freight Forwarders with wide ranging constitutional powers. 

Non statutory control 

7.18 We believe that there are certain features of the forwarding industry which could 
be improved, and we are of the opinion that a central body could help in raising 
standards of competence. The Institute’s representatives, when we discussed this subject 
with them, were strongly in favour of introducing some form of control to secure 
adequate standards of performance and conduct. 

The Institute of Freight Forwarders 

7.19 The Institute of Freight Forwarders came into existence in April, 1970, 
succeeding the Institute of Shipping and Forwarding Agents (isfa) which had been 
set up in 1944. isfa was a professional body to which individual forwarders belonged; 
its original main function was to set examinations and to represent forwarders 
professionally. The necessity for an organization to speak on behalf of forwarders as 
an industry, in negotiation with Government, carriers, and shippers, forced isfa 

to take on a broader role, although ill-equipped in terms of resources, and lacking 
appropriate constitutional powers. As noted in paragraph 7.6, the Institute could not 
claim to be fully representative of forwarders nor to control standards in the 
industry as far as it would like to have done. Under its new constitution the Institute 
aims to fulfil the dual role of a professional body and a trade association. Thus 
individual membership has been retained and a new class of company membership 
established. Objectives added by the new constitution include : establishing and 
maintaining standards of conduct; guarding against abuses which might lessen public 
confidence; representing and watching over the interests of forwarders; drawing up 
standard trading conditions ; and generally promoting and encouraging discussion 
and research into forwarding. 

7.20 The UK Freight Forwarders’ Container Association, estabhshed in 1967, has 
served as a pilot scheme for the Institute’s new constitution and is now being integrated 
with the Institute together with the other trade sections of the Institute. 

7.21 Institute membership is not Hirdted by numbers. Professional membership is 
broadly continued on the same lines as before (further detail is given in Chapter 5), while 
the new trading membership will be open to any firm who has been engaged for 

three years at least in forwarding and who maintains an office and offers service to the 
general public, employs staff who are ‘sufficiently experienced in freight forwarding 
to manage such a place of business competently’, and complies with such 
requirements as may be laid down to maintain professional standards of conduct, 
or prevent or correct abuses. There appears therefore some restriction upon the ability 
of a newly established firm, which may comply with all requirements for full 
trading membership other than the three year rule, to participate fully in the trading side 
of the Institute. We think that provided a firm can satisfy the basic criteria, then such a 
firm should be able to join the Institute as a probationary member, succeeding to full 
membership in the fullness of time. We suspect the reason behind this three year rule is 
partly the wish to avoid the fragmentation of the industry by individuals leaving firms and 
taking business with them. We think it wrong to restrict enterprise and competition 
in this way. In the general pubhc interest, if a new firm has within it adequate 
knowledge and resources to satisfy the needs of customers, it should be allowed to 
trade on an equal footing. 

7.22 Expulsion, reprimand, or the requiring of undertakings with regard to future 
conduct follow from the breaking of the by-laws (yet to be drafted) or from being found 

37 



Printed image digitised by the University of Southampton Library Digitisation Unit 



guilty of unprofessional or discreditable conduct. Powers to suspend or fine members 
do not appear to have been taken. There is in trade associations a disHke of fining, 
or expelling, members for breaches of discipline, unless a court of law has first 
pronounced the member guilty of an offence; nevertheless some associations do 
exercise such power to maintain discipline. We suggest the Institute should give serious 
consideration to this. It seems illogical to adopt a final penalty of expulsion without 
also providing for the lesser penalty of fining. 

7.23 In terms of objectives, the new Institute is well equipped to pursue the points we 
have already discussed. The first aim of the Institute must be to attract into trading 
membership all those firms that faU within its membership definition. Until it has a broadly 
based and representative membership, it cannot speak with authority for the industry, 
nor will it have the resources to do so. It is important that the qualifications for 
membership are high enough and their application so effectively applied that the 
Institute will earn the respect of all concerned. 

7.24 A particular task the Institute should undertake to further the general health of 
the industry is to make individual firms more aware of their comparative efficiency and 
profitability. This in a general way might be done through the techniques of inter-firm 
comparison, on which the Institute has already made some moves to interest 
forwarders, but without success as yet. More particularly the Institute has an increasing 
and important role to play in training (to which we refer in Chapter 5), and as an 
extension of this should increase its efforts to bring about an exchange of information 
between firms on methods and techniques leading to greater efficiency. 

7.25 Several trade associations operate consultancy services. It is generally recognised 
that because of their knowledge of their industries, trade associations can provide 
advisory services which are specially appropriate for small businesses. The 
Distributive Trades edc has recommended that this type of service should be 
encouraged by pump priming financial assistance from government. With or without 
government help we believe the Institute should be able to give a worthwhile assistance 
to the many small forwarders in making the most effective use of modern accounting and 
documentary techniques and machinery, office organization etc. Pump priming 

work would nevertheless enable the Institute more qmckly to establish an effective 
range of services and we support the recommendation of the Distributive Trades edc. 

7.26 We also think it worth repeating what was said in Through transport to Europe 
when the Institute was recommended to: 

a) help their members extend their specialist knowledge 

b) provide central information services 

c) encourage investigation of the timing and costing of the various methods of 
dehvery to different destinations. 

7.27 The Institute might also increase its range of consultative activity with other bodies. 
This would necessitate the wilhngness of the great majority of forwarders to work 
collectively through the Institute. There has been a noticeable improvement in recent 
years in the degree of consultation between forwarders and airlines, hm Customs and 
shippers through the British Shippers’ Council, and we are sure these companies 

and bodies value these discussions on problems of mutual interest and will ensure that 
they continue and fructify. It has not yet extended generally to the shipping lines; 
for liner conferences to meet forwarders regularly to discuss common problems 
is the exception rather than the rule. We think there should be an extension of 
consultative machinery to embrace the majority of liner conferences so as to bring 
the shipping companies and the forwarders more closely together. An area which we 
consider should be under active and urgent consideration between forwarders and the 
conferences is how best to implement several of the sitpro recommendations, particularly 
those on the theme of ‘optional simplicity’*. On occasion it might be appropriate 
for the Institute and the British Shippers’ Council to join together in discussions with 
the carriers; the forwarder, as agent of the shipper, in many issues and problems 
is identified with him. 



♦ See The SITPRO Report 1970 p. 39. 
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7.28 Obviously the Institute must offer such significant advantages to its members 
that all forwarders will wish to belong. In addition to the efficiency and information 
work we have aheady outlined, other possible ways in which this could be done are: 

i) to develop a liability insurance on the fines set out in Chapter 4. Possibly also, in 
negotiation with bankers, to obtain acceptability for house bills of lading issued by 
Institute members, to the exclusion of non-institute members 

ii) when a sufficient membership is established, to provide that payment of 
commissions between forwarders should be restricted to Institute members 

iii) to mount a publicity campaign to draw attention to the advantages of employing a 
qualified ‘Institute Forwarder’ 

iv) to enlist the support of the carriers to recommend only ‘Institute Forwarders’ 

v) to negotiate with the carriers that such commissions as are paid by carriers to 
forwarders, should only be payable to Institute members. Commissions need not 
necessarily be paid to all members, but they should certainly not be paid to 
non-members. We believe this system operates in Canada in respect of steamship 
companies. The same principle might apply where carriers offer consolidators rebates 
on container rates. 

7.29 One further point might be made. It is feasible to devise a form of control which 
could be administered by the carriers. In some respects this already happens imder the new 
lATA regulations, by which the airlines, in screening forwarders for appointment as 

lATA agents, investigate their ability to handle goods to prescribed standards and retain 
sanctions, culminating in withdrawal of appointment, if the agent falls short of 
requirements. Shipping fines do not, however, generally sanction the appointment of 
agents on such a basis. It is questionable whether control by the transport providers 
would work to the benefit of consignors and consignees. It is desirable that forwarders 
should be able to maintain a substantial degree of independence of the major 
carriers; hence any form of control should also be independent. 

7.30 To sum up, we do not see the need at this time for any form of outside statutory 
control of forwarders, nor for the Institute to be given statutory powers to control 
the activities of its members. Nevertheless, we think there is a need to improve 
performance standards. We consider that if forwarders are determined to cope 

with this problem they can do so within the framework of the new Institute constitution 
now being implemented. We therefore urge that aU those concerned, especially the users 
and the providers of transport, to give their active support and encouragement 
to the Institute as a controlling body. 
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Recommendations 

7.1 There appears no necessity at this time for the statutory regulation of forwarders, 
but the Institute should seek to raise the general level competence of the industry 

by setting standards for corporate membership and by establishing Institute 
membership as an important trading requirement (7.11-28). 

7.2 The Institute should encourage as good practice the disclosure by forwarders 

on their letter headings of substantial financial finks which they may have with others 
engaged in the provision of transport and allied services (7.13). 

7.3 The Institute should encourage and assist forwarders to increase their awareness 
of their comparative efficiency and profitability (7.24). 

7.4 The Institute should consider providing advisory services to assist forwarders in 
developing new techniques and in increasing efficiency (7.25-6). 

7.5 The Institute and finer conferences should meet regularly to discuss and 
co-operate on mutual problems ; on occasion such discussion should be held jointly 
with the British Shippers’ Council (7.27). 

7.6 All those concerned with forwarding, whether as forwarders, users or otherwise, 
should give support and encouragement to the Institute (7.30). 
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Appendix 1 Economic Development 
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Chairman: 

Sir Arthur Kirby gbe, cmg 
Members: 
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Mrs D C L Johnstone cbe 

Mr R J D Leeper 



Mr K St Johnston 



Mr D Vidler 
Mr S F Wheatcroft 
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Imperial Chemical Industries 
Limited; British Shippers’ 
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Department of Trade and Industry 
HM Customs and Excise 
Lep Group Limited; 

Institute of Freight 
Forwarders 

Overseas Container Lines 
Limited; Chamber of Shipping 
of the United Kingdom 
National Economic Development 
Othce 

Airline Consultant 



Secretary: 

Mr A W Nicolle National Economic Development Office 

Mr J P Jennings (Imperial Chemical Industries Limited; British Shippers’ Council), 

Mr A J Macintosh (Associated Container Transportation Limited; Chamber of 
Shipping of the United Kingdom) and Mr J A Raven (National Economic Development 
Office) also attended a number of meetings. 
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Appendix 2 



Regulation of forwarders in 
the United States 



There are four bodies concerned with regulation of forwarding activities in the usa ; 
the us Customs, the Civil Aeronautics Board, the Federal Maritime Commission 
and the Interstate Commerce Commission. 

1 us Customs 

A system of licensing Custom House brokers was first introduced in the United States 
in 1894. It was subsequently abandoned but later reintroduced in 1910 and has 
been in continuous operation since. Brokers are licensed to render services on Customs 
matters to importers and exporters. The purpose of licensing is to prevent abuses 
and protect the public against incompetent or dishonest firms. 

In 1969, there were about 2,100 licensed individuals, many of whom work for the 600 
licensed corporate firms and 35 Hcensed partnerships. Many brokers are also freight 
forwarders. In general, any person or firm wishing to transact Customs business on behalf 
of another requires a hcence from the us Customs. This provision does not extend 
to employees of Custom House brokers (who, however, must be authorized by the 
licensee) or to importers and exporters, or their authorized employees, acting on their 
own account. Licences are restricted to the individual Customs districts, but more 
than one district can be covered by additional Hcences provided the appheant 
shows he can render efficient service there. In order to obtain a licence, the individual 
applicant must, inter alia, pass an examination in Customs laws, regulations, and 
procedures. Investigation is also carried out into the business integrity of the applicant 
and into his character and reputation (a reputation imputing to the appheant 
criminal, dishonest or unethical conduct, or record of such conduct is cause for denial 
of appheation). Corporate appheants must have at least two Hcensed officers, and 
partnership applicants must have at least two licensed partners. 

Brokers must maintain records of all transactions. The records must be kept for at least 
6 years after the date of entry. When merchandise is withdrawn from a bonded 
warehouse, copies of papers relating to the withdrawal must be kept for 6 years from 
the date of withdrawal. The records must be available for inspection by the Customs 
authorities who may carry out an audit to see that the interests of the importer and the 
Government are protected. 

Every licensed member of a partnership and every licensed officer of a corporation 
which is Hcensed as a broker must exercise responsible supervision and control 
over employees. Funds received from cHents for payment of duties, etc, must be paid over 
to the Government within 30 days of receipt or date due, whichever is later. A 
broker must, within 60 days, account to clients for refunds received for them from the 
Government and for funds received from clients in excess of the governmental or other 
charges payable. He must account to all other persons wiffiin 30 days of receipt for aU 
funds advanced by a cHent for payment of any charges, debts, or obligations due such 
other persons. 

No broker may act as a broker for an importer who imports merchandise of the same 
general character as that imported by the broker in his own right unless the client 
has full knowledge of the facts. A broker may pay commission to a freight forwarder for 
services rendered in obtaining brokerage business providing that the importer is notified in 
advance, by the forwarder or broker, of the name of the broker selected by the forwarder 
for the handling of his Customs transactions; that the broker transmits directly to the 
importer either a true copy of his brokerage charges if the fees and charges are to 
be collected by or through the forwarder, or a statement of his brokerage charges 
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and an itemised list of any charges to be collected for the account of the freight forwarder 
if the fees and charges are to be collected by or through the broker; that no part of the 
agreement for commission between the broker and the forwarder, nor any action 
taken pursuant thereto, shall forbid or prevent direct communication between the 
importer and the broker; and that in making the agreement and in all actions taken 
pursuant thereto, the broker shall be subject to all other provisions of the Customs 
Regulations. 

A broker is obliged to act correctly in respect of such matters as not using false 
or misleading information to procure employment in Customs matters and exercising 
dihgence in giving chents correct information. Licences may be deemed revoked by 
operation of law if a corporation or partnership should be for more than 60 days 
without at least two officers or members who are licensed and suspended or revoked 
for failure or refusal to comply with the duties, responsibihties, or requirements such as 
already described. Proceedings for suspension or revocation of licences are judicial in 
character. 

A practising broker may enter into separate bonds to cover individual transactions, 
but it is usual to enter into a general term bond in the amount of $100,000 or such 
larger sum as may be considered necessary by the pertinent Customs officer. A 
broker is personally liable under his bond. 

2 Federal Maritime Commission 

The Federal Maritime Commission’s (fmc) control extends both to consolidators 
acting as principals, and to forwarders acting as agents. 

A non-vessel-operating-common-carrier (nvocc) is someone who offers to provide 
transport, accepting liability for safe transportation and arranging in his own name for the 
performance of such transportation. Essentially his current role is that of a container 
consohdator, although he may not operate far inland without a permit from the 
Inter-State Commerce Commission (icc). Many Nvoccs are primarily motor carriers 
licensed by the icc and in the past their function as nvoccs has been an extension of their 
work as consolidators for inland movement by road and rail. The nvocc is subject 
to the Shipping Acts and to fmc rules. He is not licensed by the fmc but has to file 
his tariff with them. He may not receive commission from the underlying carrier. 

However, he may also be licensed as a forwarder although he may not combine his 
function as a common carrier with that of forwarding in respect of any individual 
shipment. 

The independent ocean freight forwarder* is licensed by the fmc and is subject to specific 
regulation. The objective of the regulation is that shippers cannot easily perform 
many of the services (documentation and handling) concerned with shipping directly 
themselves and thus there is a need to control malpractices directly affecting 
shippers, such as the passing on of commissions (thus infringing control and equality of 
shipping tariffs) and ‘lump sum’ biffing. Since regulation is primarily (but not exclusively) 
designed to protect shippers, fmc control is supplemented, at least on the East Coast, 
by shipping companies operating their own checking service (the Atlantic Cargo 
Bureau) which carries out physical spot checks on the quayside to see eg that 
documentation and cargo are in accord. This checks both the shipper and/or forwarder, 
and the tallying operation. 

Licences may be issued to individuals or to firms. If a licensee is under common control 
with other forwarders, the names of related forwarders must be detailed on its letterhead. 
The office at which forwarding is to be carried out is included in the provisions of the 
licence. 



* An independent ocean freight forwarder is defined as a person carrying on forwarding for a 
consideration who is not a shipper or consignee, nor has any beneficial interest in the cargo, nor is 
controlled by any shipper or consignee who has such an interest. Freight forwarding is defined as essentially 
the preparation and processing of documentation including insurance arrangements, co-ordination of 
transport including provision of warehousing, the giving of expert advice and advancing of any 
necessary funds. 
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Licences may be revoked or suspended for a variety of reasons, including conduct 
rendering the licensee unfit to carry on the business of forwarding. 

A person or a firm primarily engaged in selling may undertake forwarding in respect 
of his own goods although he may not receive a rebate or commission from a carrier for so 
doing. Similarly an ocean going common carrier may provide forwarding in respect of 
his own traffic without a licence. He may moreover be licensed as a forwarder. 

The rules with regard to commission provide that an ocean going common carrier 
must only pay commissions in accordance with his tariffs filed with the fmc; 
it may only be paid to a licensed forwarder when acting as such (ie he must be acting 
as an agent and disclose the name of the shipper to the carrier). The forwarder may 
not use conunission to reduce his usual fees to the shipper nor rebate any of the fee 
to the shipper or consignee. Moreover, the commission may only be paid after the 
forwarder has certified that in addition to having obtained the cargo he has done two 
at least of the following: co-ordinated the movement of the cargo to the ship, 
prepared and processed the bill of lading, prepared and processed dock receipts or 
delivery orders, prepared and processed consular documentation or export declarations, 
paid the ocean freight charges. 

A forwarder is required to pay over within a short period of time all sums received 
from his principal. Invoices must be itemised under the heads of freight, consular fees, 
insurance, and the charges for arranging them. He must maintain a separate file for 
each shipment; this must have a copy of all documents and a record of all payments. The 
file has to be kept for five years and can be inspected by the fmc. 

The terms of licensing set out above have been in operation since early 1960s and 
prior to that, some 1700 forwarders were registered; of these only 918 filed apphcations 
under the new regulations. The figure licensed at June 1968 was 991. 

3 Civil Aeronautics Board 

Air freight forwarders* are regulated by the Civil Aeronautics Board (cab) as 
indirect (ie non-aircraft-operating) air carriers. There are separate classifications for 
domestic and international forwarders; the regulations, however, closely correspond and 
a forwarder, who must be a us citizen, may be authorised under both categories. 

There are no limitations on the number of forwarders who may be authorised, nor 
normally of the commodities, nor the number of points between which service may be 
provided. 

The CAB require to be satisfied as to the suitabihty of an applicant for registration as a 
forwarder. In particular authorisation will be denied to those who do not have 
sufficient branch offices, associated or afiihated companies or agents to perform 
delivery and collection, consohdation and break-bulk and (international forwarders) 
Customs clearance services. Inter alia, applicants must detail ownership and control 
of the firm, previous and present business activities of the firm and transport 
experience of the officers, managers and key personnel, cargo handled, a comprehensive 
list of agreements, contracts and working arrangements covering transport activities, 
a list of points to be served and offices or agents at those points. If there is any 
affiliated organization, similar comprehensive information with regard to their 
operations has to be submitted. Forwarders are required to take out insurances for 
cargo, personal injury and damage to property in various minimum amounts 
eg $10,000 for loss or damage to cargo being carried or stored. Fully detailed tariffs, 
made out in accordance with cab requirements, have to be filed. In addition, reports 
have to be made to the cab semi-annually giving a breakdown of revenue and expenditure 
and traffic carried, including its origin and destination. The information to be given 



* An air freight forwarder is an indirect air carrier which, in the ordinary and usual course of its 
undertaking, assembles and consolidates or provides for assembling and consolidating property or 
periorms or proviaes lor me periormance oi nreak duik ana aisinouimg operation wiin respect to 
consolidated shipments, and is responsible for the transportation of property from the point of receipt 
to point of destination and utilises for the whole or any part of such transportation the services 
of a direct air carrier. 
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on airway bills and on consolidation manifests, and the heads under which 
charges as appropriate must be shown, are also specified. 

Joint loading is allowed and international forwarders may act as airline agents and 
receive agents’ sales commission, although where the agent acts as a consolidator, that is, 
cargo travels under his own tariff, he is not permitted to accept commission from the 
airline. Airlines are not permitted to be forwarders, nor to control forwarders. 

Operating authorisations may be suspended or revoked for breaches of the regulations. 
Up to 1968, however, there had been no cases of the cab finally suspending or revoking an 
authorisation, justified complaints usually being determined by the offender being 
ordered to ‘cease and desist’. Breaches of the regulations also render the offender 
liable to civil penalties; a number of these have been paid, the largest being $70,000. 
Authorisation can also be revoked if the forwarder does not carry on business for a 
period of two years (or fails to submit his returns of expenditure etc). 

4 Interstate Commerce Commission 

The Interstate Commerce Commission (icc) is concerned with road, rail and inland 
water transport crossing state boundaries. A freight forwarder is defined as a person 
engaged in inter-state commerce who consolidates, who assumes responsibility for 
transportation from receipt to destination and who uses for such, in whole or 
in part, services of a carrier who is regulated by the icc. 

The primary objective of regulation is the promotion of an efficient and satisfactory 
transportation system. Currently forwarders may be denied permit if existing services are 
adequate. The burden of proof that they are lies with those forwarders who oppose an 
application from a new forwarder. The criteria for granting a permit include the provision 
that the applicant be fit, willing and able to perform the service proposed. 

Permits authorise operations in respect to particular points and commodities; only 
a few give nationwide operating authority. These are similar provisions to those of the 
CAB with regard to insurances for cargo etc. 

Forwarders can be controlled by direct carriers (not vice versa), although direct carriers 
cannot obtain forwarder permits. 

Tariffs which have to be constructed in accordance with the ice’s regulations, have 
to be filed with it and forwarders with yearly revenue in excess of $100,000 have to make 
annual and quarterly reports and have to prepare detailed accounts in standard form. 
Forwarders with revenues below $100,000 have to file annual reports only. Records 
have to be kept for varying minimum periods. 
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Foreword 

It is not always realised how extensive a contribution the freight forwarder makes 
to the smooth running of our foreign trade. This report, by a working party of the 
Economic Development Committee for the Movement of Exports chaired by 
Sir Arthur Kirby, brings this out clearly. 

I believe the varied nature of the work of uk forwarders has not been set out 
before in the detail given in the report. In deciding that the report should be 
published, the edc considered that it would be helpful to a wide audience and would 
promote a more discerning use of the valuable services provided by the forwarders. 

The EDC also hope that the forwarding industry will be assisted by a detached view 
of their work at a time of great change in transport philosophy and techniques. 



Caldecote 

Chairman, Movement of Exports EDC. 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Introduction, summary and 
recommendations 



Introduction 

In the past the uk forwarding agent has fulfilled a role in international trade 
principally because of his ability to co-ordinate the work of diverse elements in the 
transport system and to shoulder the complex task of document preparation on behalf 
of the shipper. The present revolution in transport techniques, based on such 
developments as roll on/roll off ferries and containers, is blurring the boundaries 
that earlier marked out forwarders from transport operators such as shipping lines and 
road hauliers. To identify more precisely the effect of this revolution on the future role of 
forwarders, and to stimulate more effective use of their services by users and 
providers of transport, thereby improving the movement of goods in international 
trade, the edc for the Movement of Exports has asked us 

‘To survey the scope and nature of the services provided by the British forwarding 
agents; and, having regard to recent and prospective changes in international transport 
systems, to make recommendations on any means by which the forwarders may 
make the best contribution to greater efficiency in the systems’. 

In producing our report we have carried out a wide survey of the functions of forwarders. 
We believe this report wiU be of interest, not only to forwarders, but to all those who 
use their services. In response to our request, memoranda were submitted by several 
organisations and we are extremely grateful for the time and thought which they 
gave to this subject. We have also had discussions with a number of forwarders and 
others and have received valuable co-operation and help from the Institute of 
Freight Forwarders and its Director-General, Mr, W. E. Redman. 

Summary 

In this report we show how the forwarder’s role has already been reshaped; 
imdoubtedly further changes will come. It is Hkely that those forwarders who are now 
concentrating on handling and transporting cargo will come more to be regarded 
as carriers and as such will have an important part to play in uk overseas transport 
systems, particularly in surface transport to Europe and in air freight. In the deep sea 
trades the same changes will apply but the extent of the forwarders’ likely involvement is 
not so clear cut. We think it is important that the forwarders should provide 
forwarding and terminal services independent of the major deep sea container 
operators. An effective step to their achieving this will be for them to increase their 
mutual co-operation in developing joint services, and in negotiating with those 
container operators over such matters as through freight tariffs. 

We believe that forwarders should broaden the scope of their services and make them 
more widely understood. They should exploit their potential for organising door to door 
transport, and for helping shippers to raise the standard of their export dehvery 
performance by increasing their understanding and use of the total distribution and 
through-transport concepts. 

But there must be efficiency in the forwarding industry itself if it is to make a full 
contribution to the movement of goods. In this respect we think a significant part can 
be played by the recently recast Institute of Freight Forwarders (iff) in establishing 
standards of performance and in improving training within the industry and we make 
a number of recommendations to this end. The establishment and maintenance of 
standards is of particular importance against the background of our conclusion 
that insufficient justification exists for any form of statutory regulation of the industry. 

V 
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We emphasise that the most important and effective function of the forwarder is to be 
the adviser and agent of the shipper, and that the shipper’s interests should be 
the forwarder’s prime consideration. There are possibilities of conflict of interests 
when the forwarder becomes also the transport operator, a difficulty which has existed 
perhaps less acutely for many years for those forwarders who have had financial 
links with transport operators. The development of through-transport operations is 
bringing many other forwarders into the actual transport operation and, as we see it, the 
future will present problems of divided loyalties when the forwarder is advising the 
shipper on how best to route his goods. 

There is scope for a number of improvements in the standard trading conditions used by 
forwarders; these have developed largely m defensive response to the difficulties 
which arise in organising a complex transport operation. Especially we note that in 
Germany a system of liability insurance has been in successful use for over forty years. 
We recommend that forwarders should consider introducing a similar system in 
this country. 
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Recommendations 

2.1 HMG should seek to ease the restrictions imposed by the us authorities on uk 
forwarders operating in the us air freight market (paragraph 2.14). 

2.2 The Institute of Freight Forwarders and, through it, forwarders should participate 
fully in the development of future computer systems for transmitting data relating 

to import and export consignments (2.23-24). 

2.3 Forwarders should examine their office procedures to see if the speed and accuracy 
of document preparation and transfer could be improved, in particular by making 
use of : 

a) JLCD aligned documents 

b) Telex, Datel and other high speed document preparation and communication 
equipment (2.25-28). 

2.4 Forwarders should examine the organisation of their staff and their methods 

of training and work to see if errors in, and delays to, Customs documentation can 
be minimised (2.29). 

2.5 Forwarders should examine how best to introduce extended hours of work 
to match the ebb and flow of cargo (2.30). 

2.6 Exporters can make more use of forwarders to develop a delivered price selling 
strategy (2.39-41). 

2.7 Forwarders should give greater encouragement and help to exporters to sell on a 
delivered price basis (2.39-41). 

2.8 Meeting delivery dates is vital; forwarders should develop monitoring systems 
so that cargo delays can be rapidly detected and corrective action taken 
(2.42-43). 

2.9 Forwarders, and the Institute on their behalf, should pursue policies 
designed to expand the market for their services by making exporters and importers 
more aware of their ability to offer a comprehensive service (2.44). 

3.1 In deciding on cost grounds whether or not to use a forwarder, exporters 

and importers should take into account the costs to the firm of having the resources to 
become fuUy proficient in aU matters of export and import distribution (3.1). 

3.2 Exporters would be well advised to develop a close working relationship 

with one forwarder with whom an integrated approach to export distribution can be 
worked up (3.2-3). 

3.3 In choosing a forwarder, exporters should have regard to matching the specialisms 
offered by forwarders to their own product and market requirements (3.2). 
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3.4 The Institute should publish a directory of forwarders (3.4), 

4.1 The Institute should consider adding to the forwarders’ standard trading 
conditions clauses providing for a system of arbitration in cases of dispute (4.5). 

4.2 The Institute should consider, in consultation with the British Shippers’ Council, 
the Chamber of Shipping and other interested parties, the reformulation of the 
forwarders’ standard trading conditions, with the intention of working, through 
FiATA, towards an internationally agreed convention on the subject (4.11). 

4.3 The Institute, on behalf of forwarders, should consider the introduction of an 
optional insurance akin to the German svs system, to supplement the liability 
accepted under the forwarders’ standard trading conditions (4.12-24). 

4.4 The Institute should consider methods of providing adequate backing or guarantees, 
so that forwarders’ combined transport documents are acceptable to banks and 
insurers (4.27). 

5.1 Increased attention to training is needed; if the industry is brought within 

the scope of an Industrial Training Board, we consider the Board should make special 
arrangements to cater for the needs of forwarders (5.12). 

6.1 The Institute should re-examine the basis of recommended charging scales 

in the light of present day costs, profitabihty and demand for forwarders’ services (6.4). 

6.2 The Institute should devise a standard nomenclature for charging which avoids 
ambiguity and makes clear the purposes for which charges are made (6.5). 

7.1 There appears no necessity at this time for the statutory regulation of forwarders, 
but the Institute should seek to raise the general level of competence of the industry 
by setting standards for corporate membership and by estabhshing Institute 
membership as an important trading requirement (7.11-28). 

7.2 The Institute should encourage as good practice the disclosure by forwarders 

on their letter headings of substantial financial links which they may have with others 
engaged in the provision of transport and allied services (7.13). 

7.3 The Institute should encourage and assist forwarders to increase their awareness of 
their comparative eflaciency and profitabihty (7.24). 

7.4 The Institute should consider providing advisory services to assist forwarders in 
developing new techniques and in increasing efficiency (7.25-6). 

7.5 The Institute and finer conferences should meet regularly to discuss and 
co-operate on mutual problems; on occasion such discussions should be held jointly with 
the British Shippers’ Council (7.27). 

7.6 All those concerned with forwarding, whether as forwarders, users or otherwise, 
should give support and encouragement to the Institute (7.30). 
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